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PROCEEDI NGS
MR. ELLISON: My nane is Bob Ellison. | am pleased to act
today as noderator and as tinekeeper.

Today, Rural Devel opnment is holding a public neeting for

i nterested persons to express their views on devel opi ng
regul ations for inplenentation of Section 9006, the Renewal
Energy Systens and Energy Efficiency |nprovenents Program
created with the passage of the 2002 FarmBill.

As published in the Federal Register, this neeting will end
today at 3:00 p.m but witten testinony is allowed through
Decenber 6, 2002.

Before | introduce Rural Devel opnent Under Secretary Thomas
Dorr, please allow ne to cover a few housekeeping itens.
Any time you are walking in the halls, you will need to

di splay the guest ID provided to you when you checked in
this norning. Qur neeting today will run w thout break,

t hroughout the day, with one exception. W wll break from
11:30 a.m to 12:30 p.m for lunch.

Speaki ng of the lunch break, the cafeteria is | ocated out
the doors and to the right. Proceed to Wng 3 and turn
right again. The cafeteria is halfway down the hall. The
map is in the folder you received. Restroons are |ocated
out the doors behind and to the left in Wng 6, opposite
direction of the cafeteria.

A conplete list of participants will be available in the
entrance way after lunch. Please turn off any pagers or
nobi | e phones during the neeting. Information on Rural
Devel opnent prograns can be found at www. rurdev. @sda. gov.

It is nowny privilege to introduce to you the Under
Secretary for USDA Rural Devel opnent, Thomas C. Door. M.
Door was appointed by President George W Bush to be the
Under Secretary for Rural Devel opnent and was sworn into
office by Agriculture Secretary Ann M Veneman on August
9t h, 2002.

As Under Secretary, M. Dorr oversees the USDA Rural

Devel opnent m ssion area which consists of three agencies,
$14 billion annual funding authority for |oans, grants, and
techni cal assistance to rural residents, conmunications and
busi nesses, and an $80 mllion portfolio of existing

busi nesses, housing and infrastructure |loans to rural

Aneri ca.

Rural Devel opnent has over 7,000 enpl oyees | ocated across
the United States and in Puerto Rico, the Virgin Islands,
and the Western Pacific Trust Territories.

M. Dorr has broad agricultural, financial and business
experience. He has served as a nenber of the board of
directors of the 7th District Federal Reserve Bank of



Chi cago, the lowa Board of Regents from 1991 t hrough 1997,
and as a nenber and officer of the lowa and National Corn
G owers Associ ati on.

Prior to his current appointnent, M. Dorr was the president
of Fam |y Conpany consisting of a corn and soybean farm a
state-licensed commercial grain elevator and warehouse, and
two limted liability conpanies, Vetfinish Win [??]. M.
Dorr, from Marcus, |lowa, graduated from Mrningside Coll ege.

MR. DORR  Thank you, Bob. Before we get underway this
norning, | would like to take just a noment to thank Bil
Hagy [ph] and his staff. Bill is the Associate

Adm ni strator of the Rural Business and Co-op Service at
Rural Devel opnent, along with a nunber of other groups from
across our mssionary for putting this event together today,
they' ve done a great job, and please join ne in around of
applause to Bill and his crew.

[ Appl ause. ]

MR. DORR  Again, thank you, Bob, and good norning everyone.
Let's try it again. Good norning everyone.

EN MASSE: Good nor ni ng.

MR DORR Geat. On behalf of USDA s Rural Devel opnent and
the Bush adm nistration, I would like to wel cone everyone
here this norning, particularly those of you who are view ng
via the Internet. | would al so encourage you to submt your
comments or testinony electronically as you see fit. This
Is an exciting time in rural Anerica. It is a tinme when our
country and our President are turning to our farners,
ranchers, and rural businesses for their know edge and
resources in order to help Anerica becone energy independent
and nore economcally strong.

Today's neeting is especially inportant because we wish to
ensure that as we inplenment the renewabl e energy section of
the 2002 FarmBill, we do it in a way that is useful to
those of you who nmay best be able to devel op and i npl enent
t hese opportunities.

Frankly, in ny opinion, you are the ones who are on the
frontlines in creating renewabl e energy opportunities and it
I's nost inportant that you have a say in how best to
acconplish this goal and fulfill these opportunities for
rural Anmerica.

Qur task force has invited several decision makers this
nmorning to hear your comments, along with our Rural

Devel opnent adm nistrators and specialists in the fields of
taxation and energy. W will introduce each of themto you
in just a few m nutes.

But first, I"'mvery pleased to have with us this norning, to
kick off today's hearing, a distinguished gentleman who |



have known and respected for many years. He serves as the
Deputy Secretary for the Departnent of Agriculture. Jim
Mosel ey.

Prior to his appointnent, Jimand his wife, Kathy, raised
seven children and farmed for 32 years on a farm /|l ocated
near Clarks Hill, Indiana. He's owned and operated a very
successful grain and hog operation. Jimhas, for years,
exhibited a keen interest in public policy and | eadership

i ssues. Jimhas served as agriculture advisor to the

adm ni strator of EPA from 1988 through 1989, and as the

Assi stant Secretary of Agriculture for Natural Resources and
the Environnment, from 1990 t hrough 1992.

Hs real forte is |eadership. He has provided it in the
area of resource managenent, environnental issues of al

ki nds, agricultural policy, and now Honel and Security. And
yet, when |'ve watched, |'ve gained the nost respect for the
Deputy and how he expends his tinme and wi sdomw th young

| eaders, both at the Departnent and throughout the country.

Jimis a true gentleman whom | amprivileged to call ny
friend. Jimis also a determined friend of agriculture and
rural Anerica. Hs insight, vision ,and w sdom are val ued
and sought, not just by ne, but policy makers from across
the country, around the world, and especially by his peers
here at USDA.

It is now ny great honor and a distinct privilege to
i ntroduce the Honorabl e Janes Mosel ey, Deputy Secretary of
the United States Departnent of Agriculture.

[ Appl ause. ]

MR. MOSELEY: Thank you, Tom You are nuch too kind. That
was a very eloquent introduction. | appreciate it. Good
nmor ni ng.

EN MASSE: Good norni ng.

MR, MOSELEY: Tom | thought you had 'em warned up here.
Now this is a "hot" topic. Good norning.

EN MASSE: Good norni ng.
MR. MOSELEY: That's nore like it.

It's a pleasure to be here. | want to wel cone those of you
fromoutside the Departnment. | know that we have nmany
people within the Departnment that are in attendance today,
but especially those out there on the Internet.

| want to wel cone you to USDA and the new technol ogy that we
now have in the way that we can expand our conmuni cations
capability and reach out, touch so many nore people, and so
many nore ideas to work towards devel opi ng better policy and
that's what this is all about.



| want to recognize--they're going to think this is a "love
fest,” Tom-but | want to recognize Tom Dorr. He started
tal ki ng about energy fromthe first day he walked in this
Departnment and he hasn't quit tal king about it since. |

al so want to recogni ze Keith Collins, because Keith has been
on the energy track for, it seens |ike forever, Keith. You
were involved in energy when | was here, ten, twelve years
ago.

| told Keith I was going to tell a story about him He
said, "Oh, dear!™ But when we were working back--it's been
a year or so ago--on the National Energy Strategy, and it
becanme apparent that renewable fuels was going to be a key
conmponent of that, Keith nmade the comrent, and you all know
that Keith isn't known to overstate things at all, he's a
very cal mand di stingui shed individual .

But | remenber himsaying, "This is a big deal." Energy is
going to be a "big deal"™ for agriculture. | think that
pretty well define what we're here about, because it is a
"big deal ."

As you all know, this is an issue that's also very inportant
to President Bush. | think Tomwas there before the
President was el ected and had sone di scussions with the
Presi dent about energy, about renewable energy. So it's
important to the President, it's a critical part of his

Nati onal Energy Pl an.

| think just as inportant, this year's FarmBill. For the
first tine ever, it's historic; for the first tinme ever has
an energy title.

Putting that in the FarmBill represents a fundanmental shift
in terns of policy and the intersection between agriculture
and energy.

As soneone who has spent a lifetine in farm ng and
agriculture, renewabl e fuels and bi oenergy have cone to
represent sone of the nost exciting and dynam c issues for
the future of Anerican agriculture.

In the past, we tal ked about the great potential. W talked
about the opportunities that were out there. | renenber, 20
years ago, | was tal king about ethanol. W've dreanmed for a
long tine. But today, we finally are at a point where that
potential is ready to be harvested, and what were once just
academ c concepts, at a tinme when we struggled with the
econom es of scale and the efficiency of producing renewabl e
fuels, we now find ourselves in a position where we can
devel op new, viable, enmerging industries.

The President shares this vision, and he understands the
prom se of renewabl e energy. \Wat renewable energy is about
I s econom ¢ opportunity for rural America. Economc
opportunities that in sonme regions of this country are going



to redefine farmng. |It's going to give sone of those |and
val ues a higher level of return.

It defines an energy that is nore environnmentally friendly
as we tal k about gl obal warm ng and carbon sequestrati on.
We're tal king about a carbon cycle where it's produced, it's
used, it goes up, and we recapture it, and we use it again.

It puts less reliance on foreign energy inports, and
therefore it gives us an enhanced ability to provide for a
growi ng energy need, and that's one of the things that we
have to renenber. Energy needs of this country are not
stable nor static. They're growing. But of course all of
you know the benefits of energy. Oherw se you wouldn't be
here today.

The reason you're here is to help advance this concept from
the dreans, the ideas of the past, into the reality of today
and tonorrow. To find new ways to make renewabl e energy and
take it fromthe drawi ng board and put it out there on the
power grids and the gas punps.

Al t hough billions have al ready been invested, and renewabl e
energy is thriving in exanples throughout the country, we
have to understand that we are really in the very infant
stages of devel opnent of this critical technol ogy.

The work we do, the policies that we're going to develop, in
effect, the next few weeks and nonths as a result of the

di scussions that we are going to have here today, is going
to have a lasting inpact on how well we nove forward in the
future

For exanple, it's going to be inportant to find viable ways
for individual producers to conpete as energy producers.
It's inpractical to think that each producer can generate
enough electricity or produce enough liquid fuel to

i ndividually be a viable supplier.

W' ve already tried that several years ago. Sonme of you who
have been in this area for sone tinme nmay renmenber, out there
on the farns, where we tried to put in these small stills
and produce energy. It didn't work. It didn't work because
the fixed cost at that |evel was too high

The partnerships, or cooperatives, or sone other innovative
way needs to be devel oped so that the econom c benefits of
renewabl e energy reaches the farmas well as the Fortune
500s.

That's why it's so inportant that we take tinme to think
outside the box, and I will state again, at USDA we have a
very effective and solid teamworking to do that on these
issues in Keith Collins and Tom Dorr. You can al so add ny
nane to the |list because this is inportant, and it nust
reach to the highest |evels.



We're also proud to have forged a good and cl ose wor ki ng
relationship with our friends at the Departnment of Energy.
They' ve been great to work with. This really is a team
effort, mainly, | think because the President is so highly
interested in the area, and for those of you who have
studied this President, you begin to understand that he's
one that doesn't believe that turf battles is any kind of an
excuse to sl ow ng progress.

It's a farmer's story, and | apol ogi ze perhaps for that, but
| think it reflects and sunmari zes the nessage that | want
to share this norning.

In the fall of the year, you' re out harvesting corn and
soybeans, and you get away fromthe noise of the conbi ne and
the grain drier, and all of a sudden you hear 'em You hear
"em | ong before you see "em If you keep watching, they
finally conme into view. 1In terns of biological cycles, this
I s as dependable as the sun coming up in the norning, as the
flight of the Canadi an geese headi ng south for a warner
winter. As you |look up and you see "emoff in the distance,
they're flying in that typical V pattern. Now it turns out
that the nystery has been unravel ed.

A coupl e of engineers, probably Purdue engineers, | suspect-
-but a couple of engineers studied that and they | earned
that each bird, by flapping its wings, created an uplift for
the bird behind. So flying together, what they figured out
was, and they neasured this--by flying in that V pattern,
the whole flock gains sonething |ike 70 percent additional

di stance, flying as a group, than if they were flying al one.

Even better, when that lead bird gets out there, and he's
taking all the resistance, he gets tired, and if you watch
"emfor any length of time, you'll see that lead bird slip
over to the side and fall back, and another |ead bird noves
to the front and provides the front resistance, a bl ock
agai nst the resistance for the entire flock.

I think that exanple speaks vol unes about what we're about
here today. W too need to nove forward in a simlar
formation to acconplish nore, do it better, and do it fairly
qui ckly. CGovernnent agencies, the private sector,

producers, farnmers out there, and those that depend on
energy for their econom c well-being--everyone, all of those
peopl e have a role to play and a stake in the success of
work that we are doing on renewabl e fuels.

So we thank you for your conmtnent, for taking the tine to
be here with us today, your interest in this issue. W hope
that we have a good di scussion today, exploring the
opportunities that are there, but only | acking the
collective insights that you all can provide.

I woul d ask that you pl ease share your thoughts, your ideas.
W' Il even take a few opinions. But we want to hear from
you. It is inportant because we are at the beginning of a



maj or new area of devel opnent, a nmajor new policy area in
renewabl e energies, and quite frankly and sinply put, we
need your help and your insight.

Thank you very nuch.

[ Appl ause. ]
MR. DORR  Thank you, Jim

| realize that we're gathered together today specifically to
partake of your wisdom to get your input, but if you would
all ow ne the prerogative of the chair for just a nonent,
have a couple of things | would like to go through to | ay
the groundwork for what we're about today, and before I

start that, | would |like to reiterate one comment Ji mnmade a
coupl e of tines.

That is, in fact, that in May of 1999, then CGovernor George
W Bush, nmade it very clear to ne that he was strongly
conmitted to a renewabl e energy policy that particularly
woul d | essen our dependence on foreign and inported oil. So
what Jimhas said is not sonething that should be taken
lightly. This is a strong, strong conmtnent fromthis
President and this adm nistration.

So let ne begin. As a farmer fromlowa, |'ve seen firsthand
how r enewabl e energy has had major econom c benefits for
rural Anerica and for the farmng way of life. These
renewabl es included ethanol, biodiesel, the wind, solar, and
many ot her just-emerging technologies. There is no question
that energy is a vital and inportant part of the future for
agriculture and rural Anerica.

| assure you that USDA's Rural Developnent is firmy
commtted to working with producers, cooperatives, and
busi nesses to hel p them devel op the busi ness opportunities
and plans, to secure the financing they need in the

devel opment of renewabl e energy ventures.

he last two years, Rural Devel opnent has--and | think
is inportant--just in the last two years, we have

nced 73 loans and grants in 25 states, totaling $45

ion, to fund bio-based and bi oenergy- rel ated businesses.
i
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Today's neeting is part of a significant new col | aborative
effort between agencies w thin USDA, which include not just
Rural Devel opnent but the Farm Service Agency and the

Nat ural Resource and Conservation Service, and we are

col | aborating intergovernnentally, as has al ready been

expl ained, with the Departnent of Energy, the Environnental
Protecti on Agency, and others.

For me and others, it is refreshing and encouraging to see
this Il evel of collaboration and cooperation.



This is a good team and one that is conmtted to working to
speed the review and approval processes needed to nore
rapi dly devel op renewabl e energy throughout the country.

| appreciate everyone who is here today serving as a
panelist or as support staff for your dedication and the
fine representation that you provide. But as has already
been said, we also need to | ook at other ways Governnent can
facilitate and encourage expanded use and production of
renewabl e fuels and energy.

Tax incentives, tax exenptions, utility credits, or other
i nnovati ve ways we can spur this energing industry need to
be expl ored.

W need also to be | ooking at the regulatory environnent.
Are there ways to devel op regul ati ons and rul es which
acknow edge the nyriad of pricing regulations and yet can be
utilized to encourage this gromh? For exanple, how can we
exploit the opportunities inherent in the renewabl e short
grid distributive energy generation systens w thout creating
too many artificial incentives of disincentives.

This is a tinme of enornous transformation in American
agriculture. W need to be bold in recognizing and
capitalizing on these new opportunities. Energy is
unquestionably one of these areas that presents enornous
opportunities for economc gains, and ultimtely, an

I mproved quality of life.

Qur challenge is to see the potential, understand the val ue,
and take the risks to turn these opportunities into progress
and econony growh, and this, in turn, brings nme to the

pur pose of today's neeting.

The Farm Security and Rural Investnment Act of 2002 included
for the first time, as Jimindicated, an energy title, which
focuses on renewabl e energy systens and energy efficiency

| mprovenents.

W will focus today on Section 9006, which establishes a
grants, |oan, and | oan guarantee programto assist eligible
farmers, ranchers, and rural small businesses in purchasing
renewabl e systens, and for naking energy efficiency

| mprovenents.

The provision provides funding from 2003 through 2007 at $23
mllion per year. O course that could be potentially

hi gher, dependi ng on how nuch of the funding is utilized for
grants versus | oans or | oan guarantees. There are two
primary provisions that you should keep in mnd. First, the
grant amount is not to exceed 25 percent of the activity
bei ng funded, and second, the conbined | oan grant funds are
not to exceed 50 percent of the cost of the activity being

f unded.



W also identified six areas to be considered when naki ng
renewabl e energy system | oans and grants, and they are
first, the type of systemto be purchased, the estinmated
gquantity of energy to be generated, the environnental
benefits of the system the extent of systemreplication,
t he expected energy savings, and the estinmated | ength of
time for energy savings to equal the cost.

Now determ ning the grant or |oan anount and general
paranmeters for what should be acconplished were outlined in
the statute. What hasn't been done, and the reason for
seeking your input today is, How wi |l the USDA Rural

Devel opnent inplement Section 9006? In announcing this
meeting, we identified seven specific questions where we
hope to gain your insight and advice, and they are as
fol | ows.

First, what projects should be eligible for funding?
Second, should certain types of projects receive priority
for funding? Third, should preference be given to new

i nnovati ve technol ogi es or proven technol ogi es?

Fourth, what type of financial assistance is nost needed?
For exanple, is it grants or direct |loans or |oan
guar ant ees?

Fifth, what other factors, if any, should the Departnent
consider in determning the ambunt of a grant or a |oan?

Si xth, should certain types of projects or geographic areas
be targeted and given preference for financial assistance?

Finally, what other various sources of program nmatching
funds are avail abl e?

So, in conclusion, it is inmportant today that we obtain your
i nput in addressing these questions. Any additional ideas
that you may wish to share with us wll be equally hel pful
and as | said at the beginning of this neeting, this is an
exciting tinme in rural Anmerica.

By wor ki ng together, we hope to increase economc
opportunities and inprove the quality of life for all rural
Anericans, and if we do this, we will create a stronger
rural econony and a country much | ess dependent on inported
ener gy supplies.

So at this tinme we | ook forward to your testinony and 1'd
like to turn this back over to our noderator, Bob Ellison,
for announcenents and introduction of our panel. Thank you.

[ Appl ause. ]

MR ELLISON. Also joining us today is a |listening panel.
The panelists include Under Secretary Dorr; Merlin Bartz,
Speci al Assistant to the USDA Under Secretary of Natural
Resources and Environnent; Keith Collins, USDA Chi ef
Econom st; Hank Zi gnund, Special Assistant and Advisor to



the Agricultural Counselor at the Environmental Protection
Agency; and Deni se Swi nk, Board of Directors, Energy
Efficiency and Renewabl e Energy, DOE. Not participating on
t he panel but here today with us are nmenbers of the USDA
Rural Devel opnent Leadership Teamthat will be instrunental
in inplementation of this program and other critical Rural
Devel opnent prograns. Please stand as | read your nane.

Deputy Under Secretary G | bert Gonzal ez. Thank you.

John Rosso is the admi nistrator of the Rural Business
Cooperative Service.

Art Garcia is the Rural Housing Service Adm nistrator.

Representing Rural Utility Service Adm nistrator Hilda Legg,
who is out of town, is Deputy Administrator Curtis Anderson.

And Louis Luna [ph] is the Deputy Adm nistrator for
Conmuni ty Devel opnent .

W are pleased to al so have several experts in the area of
taxation and energy joining us as well.

Now it is tinme to begin the public testinony portion of this
neeting. Each presenter has been contacted and nade aware
of today's proceedings. Each will be allowed ten m nutes.

Il will act as the official tinmekeeper and give a one mnute
war ni ng, and then a 30 second war ni ng.

G ven the nunber of presenters, please keep to your allotted
tinme.

Each presenter is asked to cone to the podiumto present.
Power Poi nt presentations are allowed, if submitted in
advance. \Wen presenting PowerPoint, please indicate to the
conput er operator when the next slide is required.

W will proceed in order and | ask that you enter through
the doors to ny right one mnute before your time to
mnimze the transition tinme between presentations.

To hel p expedite the process, Dave Coonbs and M ke Kossey
wi |l help usher the presenters to the stage and back to
their seats. Please follow their instructions.

Now for our panel. Merlin Bartz is a Special Assistant to

t he USDA Under Secretary of Natural Resources and
Environnent. Merlin was selected as Special Assistant to
the Under Secretary for Natural Resources and Environnent at
the U S. Departnent of Agriculture in January 2002. In that
position, Bartz assists in the policy direction of the
prograns of USDA' s Forest Service and Natural Resources
Conservati on Servi ce.

Keith Collins, Chief Econom st of the U S. Departnent of
Agriculture. As Chief Econom st, Keith is responsible for



the Departnent's agricultural forecast and projections, and
for advising the Secretary of Agriculture on economc

i nplications of alternative prograns, regul ations and

| egi sl ati ve proposals.

He is responsible for the Ofice of the Chief Econom st, the
Wrld Agricultural Qutlook Board, the Ofice of Risk
Assessnent and Cost Benefit Analysis, the d obal Change
Program O fice, and the Ofice of Energy Policy and New
Uses.

Deni se F. Swi nk, Menber, EERE Board of Directors, Ofice of
Energy Efficiency and Renewabl e Energy, U.S. Departnent of
Energy. As a nenber of the board of directors since July
2002, Ms. Swink provides strategic input to prograns,
products, and services managed and i npl enented by the
Departnent of Energy's Ofice of Energy Efficiency and
Renewabl e Energy. Investnents in research, devel opnent,
denonstrati on and depl oynent of $1.4 billion per year
further the nation's inprovenents in energy efficiency and
adopti on of renewabl e technol ogies, near, md, and | ong
term

Hank Zigmund [ph] is a Special Assistant and Adviser to Jean
Pelltier [ph], who is the agricultural counselor at the EPA
adm nistrator. Later this afternoon, Don Viviani [ph],
seni or science advisor on economc policy to the EPA

adm nistrator will represent EPA on this panel.

We ask that each presenter today adhere to the 10 mi nute
limt due to the | arge nunber of individuals wanting to
provi de testinony.

MR. ELLIOT: Thank you. [If I can have the first of ny
overheads. |I'mNeil Elliot. |'mthe industrial program
director at the American Council for an Energy Efficient
Econony | ocated here in Washington, D.C

Under Secretary Dorr, Deputy Secretary Mosel ey,

di stingui shed nenbers of the panel, thank you for the
opportunity to address you today. This is an exciting
opportunity for nme. Ten years ago, | canme to Washi ngton,

| eaving a position in North Carolina running, having run
agricultural energy prograns for eight years. So it's nice
to be back, involved with this. [It's been an opportunity
also to work with the USDA staff and the Senate agricul tural
staff in the crafting of the 9006 section. Next slide,

pl ease.

ACEEE is a private, nonprofit |ocated here, in Washington,
DC W're a small group. W are a nonnenbership

organi zati on and undertake research activities. Next slide,
pl ease.

This activity we're going to talk about today is a Farm
Program survey that we undertook in response to a challenge
I ssued by Keith Collins, back in August, when we had our



first meeting. At that tine, Keith had indicated that he
wanted to see what was out there in terns of prograns that
were actually being run.

So in support of that, we actually went out and tried to
| ook at what progranms were actually out there operating on
energy efficiency and renewabl e energy.

This is not a conprehensive survey but it gives you a flavor
for what is being done out there. Certainly, the |evel of
activity has di mnished over the |last ten years, since the
fundi ng was cut, but what we found is a lot of activity
continues to take place out there.

One comment with respect to the energy efficiency and
renewabl e energy aspects. One of the things | think that's
I nportant, many people think of renewabl e energy as the big
opportunity. One of the things I would challenge the
menbers of the USDA and to the panel is that energy
efficiency is a prerequisite for renewabl e energy, because
you've got to be efficient in order to nake the nost
econonm ¢ use of the renewabl e energy asset.

I f you can--next slide, please.

W were able to identify 34 prograns operated by 23 entities
around the country. The prograns are diverse, both in their
geogr aphi cal distribution and funding base. Many of these
prograns are run through what are called public benefit
funds or system benefit charges. Sone are adm ni stered by
state agencies, sone by electric utilities, others by
nongover nnment al organi zati ons.

There are al so other prograns that are funded directly by
either federal or state nonies.

Al'l the prograns that we identified, one of the criteria was
either they are currently undergoing or have plans to
undergo what we call neasurenent and eval uation review, and
this is required by adm nistrators, both the utility

adm nistrators or state admnistrators, to assure that the
noni es are actually going for sonething and the results are
actual ly being delivered. Next slide, please.

As | nmentioned, funded through public benefit funds, either
state or utility funding. Most of them focus on electricity
and cover all types of farns, with the focus being fairly
nonspeci fi ¢ because of the general applications that you see
for electricity on the farm

The one thing that we did find nost conmon, and we see this
because of the dispersion of the dairy industry across the
US.--dairy farms were singled out as being one of the big
opportunities that had been identified, and we saw a | ot of
prograns out there focusing on them

The services provided were quite varied, ranging from
support of specific products or technol ogy to broad energy
efficient education, surveys, things like that. Sone of the



fund progranms have co-funding available. Some are

i dentifying opportunities but are wanting in terns of
actual ly having the co-funding available to inplenent the
program

Qur recomendations. W think that you should focus on
prograns that are existing. This gives you a couple of
opportunities. Nunber one, it allows the program nonies
that are avail abl e under 9066 to be inplenented i medi ately
and get projects actually on the ground. Many of these
prograns, as | nentioned, do have co-fundi ng al ready
avai l able, so we think that's an excellent opportunity to

| everage the existing nonies that are out there, so we can
get the maxi num i npact.

Al so the use of the existing Farm Program neans that you
have prograns that are already identified out there,
opportunities, for exanple, a programin Vernont has
actually gone out and surveyed the opportunity at every
single dairy farmin Vernont. So the opportunities are
there waiting to be inplenmented. So there's not a lag tine
associated with start-up.

Also, | think it's probably worth thinking in terns of
generalizing the progranms, because you don't want to focus
necessarily, initially, on a particular opportunity. The
opportunities, as | learned ten years ago, and nore, were
that on the farm there are just so many opportunities, that
it's hard to pick the best choice.

Finally, the information that is presented here, each of the
panel i sts has received a copy of our witten coments and
the survey results. That information will also be avail able
on the ACEEE Wb site, aceee.org, and I'd like to

acknow edge the assi stance of ny associate, Elizabeth Brown,
who undertook the survey and was | argely responsible.

Thank you, again, for the opportunity and | wi sh you the
best in your deliberations.

VR. : [ naudible].
MR . Sure; sure.
VR | just want to thank Neil for this survey and if

this is up on your Web site, one of the comrents you said
was you thought that it wasn't necessarily conplete.

MR ELLIOT: We would certainly welcone the opportunity of
ot her people to present the information, if you will contact
us through the Wb site. It's already up there.

VR. : Right. Youlist all the states, all the
projects, and if people have additional ones that weren't
Identified, if they could e-mail those to you, then we could
get a good, conplete list. That would be a terrific help to
us.



MR, ELLIOT: W would appreciate the opportunity to work
wi th you and support you in that regard.

VR. . Thank you.

MR. FORWARD [ ph]: Thank you for the opportunity to testify.
My nanme is Jeff Forward. |'ma program manager for the
Bi omass Energy Resource Center

BERC, the Bionass Energy Resource Center is a national
nonprofit organization with a mssion to pronote and
facilitate the installation of biomass technologies in
relatively small installations. Anong other things, we help
states design and deliver prograns that pronote wood chip
heating in schools, and we co-manage with the Vernont
Departnent of Agriculture, the Vernont nethane program
pronoti ng nmet hane recovery for energy and Vernont dairy
farms. | was actually heartened to hear the previous
speakers speak about Vernont.

|"ve conme to this hearing to present oral testinony on how
these funds may be used to pronote nethane recovery and to
give you witten testinony prepared by ny partner, Tim Maker
[ph], on how these funds may be used to pronote the use of
advanced bi omass boilers to provide heat on farns, ranches,
and for small rural businesses.

In addition, the Vernont Departnment of Agriculture, our
partner in adm nistering the Vernont nethane program wll
be sending a letter to this commttee by the end of the week
to provide you with additional input.

The reason we are putting such effort into this testinony is
that all of us believe that this portion of the FarmBill is
ideally suited to give these technol ogies the help they need
to becone nainstreamtechnol ogies on farnms and in small

busi nesses t hroughout the country.

Now as far as anaerobi c digestion goes, you're probably
aware that dairy manure holds a nyriad of benefits to
farmers and to society, doing anaerobic digestion. It can
hel p farmers reduce their inpacts on water quality. It can
i nprove air quality by reduci ng nmethane em ssions, a
greenhouse gas 21 tinmes nore potent than CO2.

It is a renewabl e energy source that can reduce our
dependence on fossil fuels, while, at the same tinme, reduce
production costs, and even provide on-farmincone for many
farmers.

It can also inprove the quality of life of farners and their
nei ghbors by reduci ng odors and fly popul ati ons.

Section 9006 of the FarmBill has the potential to
dramatical |y advance anaerobic digestion technology and its
application over the next four years. W have specific



suggestions and recommendations relative to what you asked
for ,and 1'Il work nmy way through those.

First, you asked about projects, what types of projects
shoul d be eligible for funding. Anaerobic digestion
technology is on the verge of nainstream conmercialization
The biggest barrier to w despread adoption is the up-front
capital cost of these systens.

We recommend that the committee set aside at | east one-half
of the $23 million annual funding for cost share
specifically for anaerobic digestion.

We do not believe that the conmmittee should discrimnate
between different types of anaerobic digestion technol ogies.
There are many different approaches to anaerobic digestion

t hat hold prom se.

Farnms, by their nature, are unique operations. This neans
that in nost cases nethane recovery systens will need to be
I ndi vidual |y designed for the managenent practices and
nutri ent managenent needs of each individual farm

O her sections of the bill deal with research and

i nnovation. This section should help farmers with the up-
front costs of these technol ogies and | et them deci de which
are best for their situation.

You asked about the differences between | oan guarantees and
grants. We believe the grants woul d be nost useful.
Farmers al ready have access to | owinterest financing, and
provi ding themthe opportunity to increase their debt |oad
I s not necessary and nmay even be counterproductive.

States shoul d receive block grants that they in turn can
adm nister. The nodel could be the EQU D [ ph] program
that's adm nistered by the NRCS t hrough states and | ocal
of fices.

You asked about grant size and other considerations. A
typi cal nethane recovery systemfor a 500- to thousand cow
farmm ght cost half a mllion dollars or nore. |If the
comrittee were to set aside half of the $23 nmillion, annual
fundi ng for anaerobic digestion systens, and provided 25
percent cost share, with a cap of $125,000 for each system
we would literally have hundreds of installed systens

t hroughout the country four years from now

The key to commerci alization of anaerobic digestion
technol ogy is increasing the nunber of operating systens.
It is inportant to keep the grant size |arge enough to
provide a positive cash flow to the producer, but smal
enough to encourage a |arge nunber of farners to invest in
t he technol ogy.

This | evel of grant support, we believe, would | everage the
installation of hundreds of systens throughout the country.



Wth hundreds of systens, farners, engineers, and the NRCS
wi || gain extensive experience with anaerobic digestion,
exi sting technol ogical hurdles wll be overcone, and the
desi gn construction and nmai ntenance of infrastructure wll
be in place throughout the country to support this nmarket.

This strategy woul d provide rural econom c devel opnent
opportunities, drive down cost, and stinulate this energing
mar ket to the point of w despread adopti on.

You asked about matching funds. |If you were to provide 25
percent cost share grants for farm based systens, anaerobic
di gestion systens, nost farners will need to spend
significant funds on their own in order to install these
syst ens.

Some projects may receive grants or |oans from other sources
to offset the cost of conplenentary experinental
technol ogi es such as fuel cells, mcro turbines, or

I nnovati ve anaer obi c di gestion technol ogi es.

Mar shal ing the resources to provide the remaining 75 percent
of the capital costs will be a significant challenge for
nost farmers. W recommend that no restrictions be placed
on the sources of funds that may be used for match. The
point here is to get the systens installed to the farners
and for the farnmers to have a strong vested interest in
their operation and we feel limting the cost share to 25
percent will acconplish that goal, no matter where the
remai ni ng funds cone from

As far as small scal e wood heating systens, we're al so
proposing a portion of the funds be allocated to a program
Initiative to support the installation of clean burning

bi omass boilers on farns, ranches, and small businesses in
targeted parts of the country.

These cl ean-burning boilers use |ocally-supplied wood,
either chips or in cordwod form to replace fossil fuel for
space heating and donmestic hot water. |In the interest of
time, 1'll refer you to our witten testinony. W have a
section there on this proposal as well.

"1l close with an exanple of how significant cost share and
smal | -scal e bi omass technol ogi es can stinul ate an energing
mar ket .

BERC has devel oped its school wood energy programto be

i mpl enmented in states around the country based on Vernont's
15-year experience with advanced auto mated wood chip
heati ng systens in schools.

In Vernont, nore than 10 percent of all public school
students today are in schools that are fueled with | ocally-
avai |l abl e wood chi ps, and believe ne, we need a | ot today.
It was very cold up there.



Wiile there are many reasons for this success, one very

i nportant factor is the State of Vernont provides 30 percent
cost share for |ocal school capital projects, including wood
heating plans. Now, Vernont school districts, considering
new school s, are buil ding expansions, routinely consider and
often inplement wood heating as a routine matter.

Thanks to state support, wood chip heating technol ogy has
cone of age for this market sector. The conmittee has the
opportunity to match the success on a nationw de basis in
bot h net hane recovery and the installation of advanced wood
heati ng systens on farns, ranches, and rural snal

busi nesses.

By adopting these recommendati ons you can use Section 9006
of the FarmBill as a vehicle to provide environnental
benefits while creating energy security and econonic
stability for farmand rural comunities throughout the
country.

The Bi omass Energy Resource Center woul d be pl eased to nmake
our on-the-ground experience in program design and

i npl enmentation available to the commttee in further

devel opi ng these program concepts, if you have any need for
it.

Thank you very nuch for your tine.

MR. AVES: Hello. M nanme is Jereny Anmes with the
Environnental & Energy Study Institute, and we'd like to
thank you for the opportunity to speak here today. |[I'd just
like to say it was great to hear the enthusiasmfromthe
panelists for inplementing this |egislation.

| think you'll find a ot of enthusiasmfromthe
participants today. | see a lot of famliar faces and |

thi nk that nost of the organizations who are nmaki ng comments
today were very much involved in the crafting of this

| egi slation, and are very commtted to seeing that it is
successful .

EESI is the Environmental & Energy Study Institute. It is a
very small nonprofit. W were started by nenber of Congress
with a goal in mind of putting forward policy ideas that

sol ve environnental and energy problens that we are facing,
renewabl e energy and energy efficiency are very key to our

m ssion, and we were very involved fromthe early stages in
ki nd of envisioning what an energy title to the FarmBill

m ght | ook |ike.

W were | think very pleased with the result that cane out
of over a year of work frommany of the groups in this room
the Senate Agriculture Commttee and the many ot her

st akehol ders invol ved, and we're very pleased that the Rural
Busi ness Service has been given the charge of inplenenting
this provision.



To speak just very generally, I'll allow the other groups
today to get into the specifics, but just very generally on
the questions that you asked us to address today, first of
all, which projects should be eligible for funding, and
shoul d i nnovative technol ogi es or nore established
technol ogi es be given priority?

To that, we can only say that the primary goal should be to
sel ect projects that have the best chance of success. But
in saying that, Section 9006 is not nmeant as a research
program | think that Departnent of Energy and the
Agricultural Research Service are best able to really work
out the new technol ogi cal innovations.

| think that the goal of Section 9006 should really be to
identify the technol ogies that are ready for

commerci alization, are conmercialized, and have the best
chance of success.

But in saying that, | would also caution that the Rura

Busi ness Service not stick to only technol ogies wth which
it has a very established track record. USDA and Rural

Busi ness Service, Cooperative Service, has done severa
successful biofuels projects, but RBS has | ess experience in
the areas of, for instance, solar, wnd, geothermal and
efficiency. These are new areas that are bei ng expl ored.

So we woul d encourage that a diversity of projects be
funded, that of those technol ogy categories no specific
category receives nore than 50 percent of the total funding.

As far as what types of assistance are nost needed, again,
the types of assistance that are best able to nake these
projects successful ,1 think that RBS has the best track
record to determne, to nake those considerations. 1In

eval uating projects, we would encourage you to | ook at those
projects which are best able to use the federal funds to

| everage state, |local and private financing.

In regards to what factors that RBS should use in

determ ning projects that are eligible, we would say that
achi evi ng geographical diversity is a key. W can't stress
t hat enough.

Every region of the country has a different resource base,
different state prograns, different energy infrastructure,
and the program Section 9006, needs to be flexible enough
to take into consideration all those geographic differences.

So, again, a diversity of business nodels funded, of
technol ogi es funded, | think is key.

Then, finally, you asked what existing state and | ocal
prograns are there to provide matching funding for federal
funds.



Currently, 14 states have set up clean energy funds that are
paid for by a systens benefit charge on electricity
custoners. Many of these funds have issued grants and | oans
to begin projects, and many of those funds are very

i nterested in devel opi ng ag- based renewabl e energy
opportunities. 1In fact about a year ago, the West Penn
Power Sust ai nabl e Energy Fund sponsored a conference on
renewabl e energy in agriculture which was attended by
several hundred people. Many of themwere farners who are
saying that this is time, you know, we need to devel op these
new markets, we're really excited about, you know, going
down this path.

So | think that there is trenmendous opportunity to conbi ne
with sone of those efforts that are already underway, wth
t hose partnershi ps that have been forged.

Finally, I would just say that in inplementing this, we
realize you have a nonunental task ahead of you, but we
woul d just urge that you nove forward with these rules as
soon as possi bl e.

| had the opportunity, several weeks ago, to speak to the
Oregon Bi ofuel s Task Force, which is made up of nenbers of
the Oregon House and Senate, and the chairman of that group
al so happened to be chairman of the Oregon Agriculture
Conmittee, and the questions all dealt with, all right,

we' ve got these new federal funds, when will they be ready?
and, you know, when can Oregon access these funds.

So, you know, the answer to that was well, you know, we're
working on it, we know that USDA has been diligent in

i npl ementation, but we need to recognize that nmany state

| egi slatures are in a budget crunch and they will only neet
for a very short anount of tine.

So if we want the states to now follow suit and follow the
| eadershi p of Congress, we need to provide them gui dance in
a very tinmely manner.

So I'll end nmy remarks there and just wsh you luck in this
task and encourage you to utilize the resources and
know edge of the people in this room Thank you.

VR. : Under Secretary Dorr, Deputy Secretary Mosel ey,
menbers of the panel, thank you for the opportunity to
address you on this inportant subject. M nane is Denny
Harding [ph] and | ama conmodities service coordinator for
the Iowa Farm Bureau Federation, and I'm here to speak on
behal f of the Iowa Farm Bureau Federation's response to the
USDA' s request for comments in consideration of Section
9006.

The act allows the departnment to provide financial

assi stance for the purchase of renewable energy systens to
make energy efficiency inprovenents. The |Iowa Farm Bureau
feels that priority should be given to producer-owned energy



projects, and projects that provide benefits to rural
comunities.

Whi | e i nnovative technol ogi es should receive funding, we
bel i eve the proven technol ogi es such as energy production
fromw nd and bi onmass shoul d receive preference. Loan

guar antees, direct |oans, grant prograns are authorized
under this legislation. Since the renewable energy industry
is still inits infancy, we believe grants should be nade
avai l abl e to educate farnmers and ot her potential investors
on the opportunities and chall enges of this energing

I ndustry.

G ants can be made avail able to devel op nulti-organizationa
sponsored sem nars and wor kshops conducted on a statew de or
regi onal basis. Gants should also be made available to
specific projects for feasibility studies and organi zati onal
expenses.

The 1 owa Farm Bureau recommends the creation of revol ving

| oan funds to encourage the continuing devel opnent of
renewabl e energy incentives. W also reconmend the use of

| oan guarantees to the nmaxi mum extent possible for renewable
ener gy projects.

We believe factors outlined in Section 9006 that the
Secretary has to take into consideration when determ ning
the ambunt of a grant or a loan are appropriate. In
addition, we feel financial capacity and capability of the
applicant to carry out the project should al so be
consideration. The Act states the conbined anount of grant
| oans nmade and/ or guaranteed shoul d not exceed 50 percent of
the cost of the activity funded. The use of |oan guarantees
W thin these paraneters may not be enough to facilitate

proj ect funding, which may necessitate exploring other
avenues of financial support.

The lowa Farm Bureau is interested in partnering wth USDA
Rural Devel opnent to assist in the inplenentation of 9006 of
the Farm Security and Rural Investnment Act of 2002.

The m ssion of the 150,000 nmenber lowa Farm Bureau is to
help farmfam |ies prosper and inprove the quality of life.
Because of this philosophy, we feel that USDA Rural

Devel opnent' s | owa Farm Bureau Federal Partnership woul d
have a positive inpact on producers and rural comrunities
i nvol ved in expanding rural and renewabl e energy systens.

Qur partnership could include, in the area of education
outreach, as the largest farmorgani zation in lowa, we are
uni quely positioned to support the devel opnent of the human
i nfrastructure necessary for the successful inplenentation
of Section 9006. As an exanple, the |lowa Farm Bureau
cooperated with USDA Rural Devel opnent, lowa State

Uni versity, the lowa Corn Pronotion Board, |owa Departnent
of Agriculture and Land Stewardship, the lowa Institute of
Cooperatives, and the |Iowa Departnment of Econom c



Devel opnent in devel opi ng and delivering and educati onal
support systemfor farmers interested in ethanol production.

Over the | ast several years, twelve educational sem nars
were held at the |Iowa Farm Bureau Conference Center for

i nterested producer groups. Guest speakers covered such
topi cs as business organi zation, securities |aw,
environnment al inpact, site evaluation, financing, marketing,
federal and state policy issues, and many ot her inportant

t opi cs.

The information covered at the sem nars was conpiled in a
resource manual which, in essence, served as a pre-
feasibility study for those interested in ethanol
producti on.

The manual is now available to the public via the Wb site
at lowa State University and we al so cooperated with the
lowa Corn Pronotion Board, the |owa Departnent of
Agriculture in the formati on of the |Iowa Renewabl e Fuel s
Associ ation, which is a trade association of producer-owned
ethanol facilities in |Iowa.

To date, four plants are producing ethanol, and three others
are under construction. Over 4,000 farnmers have invested in
the plants, that will have a total capacity of 187 mllion
gall ons a year of ethanol and use approximately 70 m|llion
bushel s of corn annually.

The lowa Farm Bureau is currently cooperating with the
Soybean Pronotion Board on soy di esel marketing devel opnent
activities. Right now, we have twenty-four informational
neetings targeted at fuel dealers and marketers scheduled in
the county Farm Bureau of fices throughout the state.

The Farm Bureau is also a financial partner in the Sheridan
Val | ey Bi omass Project, which is testing the feasibility of
burning switchgrass in a coal-fired generating station in
sout heastern lowa. The primary funding for this project is
fromthe U S. Departnment of Energy and M dAnerican Energy
and Alliance Energy are cooperating.

Addi tional, the lowa Farm Bureau has hosted several neetings
on renewabl e energy which attracted attendees from sever al
M dwestern states. If Section 9006 could be structured to
al l ow funds for the coordination of education, outreach, and
nonitoring of Section 9006 activities, we'd be interested in
partnering and investing both in direct and in-kind match.

| wanted to step away fromthe script a little bit. The
thing that we did | earn, when we cooperated wth all these
groups, we got a |lot nore--everybody tal ks about critical
mass, and usually are thinking in terns of capital and
financial things. But when we cooperated with all these
di fferent groups on the ethanol industry, we got a |ot of
critical mass and a lot of input froma lot of different



groups before we went too far down the line, and | think
that's why this has been successful.

Anot her area where we could partner would be in the area of
financing. The lowa Farm Bureau is one of the |argest
private sector investors in producer-owned, val ue-added
agricultural opportunities. W presently have a portfolio
of 24 projects representing approximately $25 mllion in
equity, debt, and debt guarantee investnents. These

i nvestments include producer-owned ethanol facilities, neat
processing plants, marketing and distribution systens, and
ri sk managenent services.

I f Section 9006 could be structured to allow for the
financing of grant and revolving loan fund activities on
behal f of producer-owned bi oenergy facilities and producer-
owned energy conservation services, we would be interested
in partnering and investing both in direct and in-kind

mat ch.

Technol ogy is another area where we could partner. The |owa
Far m Bureau has | aunched an aggressive technol ogy access and
training program in a joint venture wwth lowa State

Uni versity Extension, Lighthouse, and the IFBF. We will be
provi di ng | ow cost, geographical universal Internet and

t echnol ogy services for |owa.

I f Section 9006 activities are authorized in lowa, our joint
venture could nmake itself available to USDA to custom ze the
USDA conmuni cati on, support, and nonitoring process for
Section 9006 participants.

And, finally, the lowa Farm Bureau Federation is the |argest
agricultural producer organization in lowa. This nenbership
base, coupled with a professional staff, who's experience in
educati on, business devel opnent and financial investnents
coul d assure Section 9006 success in lowa if the rules would
allow for some formof joint venture between the USDA and
the I owa Farm Bur eau.

Thank you very nmuch for allowi ng us the opportunity to
address this topic, and we wi sh you | uck.

M5. AGUILLON: | want to thank the USDA and t he panel for
the opportunity. M nanme is Cecilia Aguillon, representing
Kyocera Sol ar, and we nake sol ar portabl e tank panels.

Al so, we manufacture water-punping systens, DC powered
punpi ng systens, out of our facility in Scottsdale, Arizona.
|"m basically here representing not only Kyocera, but also
t he hundreds of dealers that we have throughout the U S
that service the farm ng comunity.

What |'mgoing to present to you are statenents that show
how t he portable tank energy is hel ping, and these are real
cases. So do we start?



| don't need to tell you how great portable tank is. It's
| ow mai nt enance, clean, [inaudible] fuel. Many of us are
famliar with it.

Ri ght now, the farm ng comunity, as you know, has problens
with not only energy, but also with water because of the
drought. So the alternative to have right nowis
generators, and the di sadvantage of the generators are that
they are very difficult to replace. They are very dirty,
you know, just contami nate the air, and it can have spills.
Over the lifetime of the generator you have to be
maintaining it. So it's very costly.

The other alternative to have is windmlls. Actually, one
of the things that we're hearing froma lot of farnms in
Texas and Oregon is that they're trying to replace their
windm | |ls because they're finding it very expensive to

repl ace bl ades, to maintain them And just to install them
you have to erect a tower, and conpared to solar, where you
only need a crew of maybe one person or four people to
install solar panels, they're asking nore and nore questions
about solar so they can replace the windmlls.

In terms of helping the community with the water issues, we
have wat er - punpi ng systens that are being installed nowin
the U S. The market is approximtely 600 per nonth that
farmers are acquiring, and these are for different kinds of
weal th, different debts, and they don't need any fuel. They
work wi th one panel sonetines or they work with severa
panel s [inaudi bl e] depending on their application. Some of
the farnmers, actually, who own cattle would take a system
with one or two panels and just put it in their pickup truck
and nove it around wherever the cattle is, and instead of
using batteries, they will use a tank to hold the water, to
keep it there.

This is an exanple of a water-punping systemthat's being
used right now in Prescott, Arizona. As you can see, there
are no noving parts, so there is really no maintenance to
the solar system |[If you have a tracker, then you nmay have
sonme nai ntenance, but it's very m nimum

Then, you see the storage tank. That's instead of the
battery. Another thing that helps to use the storage tank
with is the issue of conservation. Right nowthe farmer is
very encouraged to conserve water because of the drought.

So by using the tank, they know that at nighttine, they wll
not have the sun to provide the energy, so they are |ess
likely to waste water, and they're nore |likely to conserve,
so it's an incentive.

This is another exanple of a water-punping systemthat is
used in Argentina, but it's for cattle. As you can see, it
doesn't have any other fuels or anything |like that, other
than the solar panel, to power it.



Then, for irrigation, which is also very inportant, we not
only work with solar panels to punp water out of the well to
irrigate, but we also work with solar panels to provide
energy to control irrigation-control systens.

There are several conpanies--I was at an irrigation show
about a nonth ago in New Ol eans--1 was overwhel ned to see
how many U.S. conpanies there are working in irrigation or
comng to us, asking us for different applications for the
sol ar panel s because, as you know, in the rural areas, if
you are two mles away fromthe grid, just to get power to
you, it will cost you about $40,000 just for that. Wth
$40, 000, you can power a whole house in a state |ike
California.

That's just an up close what it |ooks |ike, the water going
into the tank to hold, and the solar panel. This is an
application that is also for cattle, as you can see, that
they are [inaudible] close, to prevent the cattle from
shaki ng the panel or ruining it.

Solar is also used for providing not only water, but also
electricity for the renote locations. |In Texas and
California, they use it a lot for storing, storing

| ocations, because the farners keep a | ot of expensive

equi pnent on their farnms, and they want to have an al arm
system a security system and the solar provides the best,
nost cost-effective solution. Also, it provides basic
electricity, really, for the home. It provides ventilation
and security lighting.

One of the things is that in states |like California, for
exanpl e, where a $20, 000 system woul d power a small hone or
a barn, the payback is actually about four years, four to
ten years maybe, in a nuch |arger system but that is
because California has a very good rebate program So
that's a state to consider for funding.

Then, we al so have an area lighting system which are al so
very inportant at nighttinme, where you can get energy.

In very renote |ocations, we also work with sol ar-power ed
freezers. In the Third Wrld countries, they're used to

store vaccines, but also in the ranches they're used for

just to conserve produce or neats.

Ri ght now, worldw de, we have installed several systens. In
Brazil, we have installed about 2,000. These are actually
wat er - punpi ng systens. We do work with hybrids. 1In sone

pl aces where the rancher has already spent the noney on the
windmll, and the windm |l is working, but they still need
extra power or they want to add this to the system you
know, solar is conpatible with wind. You can do that.

Anot her thing that's good with solar, too, is that sonmetines
if the farmer only has a certain anount of noney to utilize



for that system |ater on they can't keep adding to it, so
there is an opportunity to growwth it.

In Argentina, we have about 500 systens that we've installed
this year. Over 100 systens have been installed in Mexico,
and actually the Mexi can Governnent prefers the higher
priced punping systens that |ast about 25 years on the
ground. All you have to do is just throw the punp in there,
put the panel in, and you don't ever have to maintain it or
see it again.

There are other systens that are nuch cheaper. A punping
systemw || cost anywhere from $1,200, if you have the snall
one, to about $20,000, if you want to have it used for
irrigation. Sonetimes in Brazil and Argentina, for exanple,
they used themfor a whole village, to bring water to a
village, and that's about $25,000 to $30, 000 system

We have install ed about 250 systens in Australia, and that
Is fromJanuary of this year. The punping systemin
Australia is beginning as we speak today, so they're taking
advant age of what the sol ar-powered portable tank is doing
for them

Again, the U S. farners are facing drought conditions and
energy crisis. A lot of themare conplaining about black-
outs and brown-outs, which are not only conveni ent, but
expensi ve because, in a black-out, after the black-out is
over, they have to conme back and have to reset all of the
cl ocks, they have to go and make sure that nothing was
taken, that the cattle didn't escape. There's a |ot of
things that they need to do to get |ife back goi ng again,
and they really don't want to be dealing with these kind of
I nconveni ences.

The sol ar-power alternative hel ps themw th back-up systens,
wWith basic electricity, the water-heating punp system
irrigation control, as | said before, electric gate openers,
solar security. So it really offers a very cost-effective
alternative to their energy problens.

The map shows how many of our dealers are working in the
different states. You can see California is where we have
nost of our deal ers, alnost 300 deal ers there, and the
reason is that California has |ike one of the best
incentives in the country. You get a 50-percent subsidy,
and you can tell that--you can even see in states that are
not even consi dered sol ar the green-shaded states, they are
al so taki ng advantage of sol ar systens, even though they
don't get half as much sun as California and Texas.

Thank you very nuch, again.
MR, KRIEG Good norning. M name is Ingo Krieg [ph]. It's

certainly a pleasure or honor to be here to help solve the
country's growi ng energy needs.



This editorial was in the paper in Jacksonville |ast week,
and it remnded me of an earlier editorial five years ago,

but | really liked it because, | nean, if you can read it,
it's kind of funny that the pollution that, it used to be
that farners created all of the pollution. Well, | guess
energy plants did, too, but now we can kill ourselves with

our energy sources.

This is the one | saved five years ago in 1997. Wen |
first started to design a new dairy, | thought, to ne, the

t hought | had was trying to really build an Epcot of a
dairy, a futuristic, but | really like that cartoon and pass
it on to other people.

| have all of my cartoons up front, I'msorry, but this one
| woke up at 4 o'clock this norning, and I came up with, you
know, really, odor is really in the nose of the sniffer, and
I f anybody knows about cows, cows really don't |ike manure.

They' || eat around a pile. The horses will eat where the
cows and the cows will eat where the horses, so, but it's
still a great cartoon and was very relevant. | just

happened to pass it al ong.

|"mgoing to give you a tour of Florida or ny farm It's in

Jackson, like | say. W're on the outskirts, 15 mles from
downtown. Like | say, this facility is two years old. |
started designing them I'ma little bit of a design

engi neer, too, but it's a 3,000-cow facility. W' ve only
been in the facility about two years now, but it's really
done well for us. It handles cows. It does a great job.

Two years ago, well, the DEP | oves us, they gave us an
environnmental award for industry, which is kind of unusual
for really a large farmlike this to get an environnenta
award. They're usually going to, you know, paper mlls or
this and that. | spent, this is ny owm noney that I,
actually, it was MetLife noney that | spent nortgaging the

property.

Then, in 2001, they gave an environnental award to mnyself.
Those aren't Canadi an geese there, but they are ducks, and
t hose ducks are heading East, not South. From what Janes
Mosel ey was saying earlier, that we all have a direction,
but I guess | scared them when | took the photo.

In the far background, you'll see a Wnn-D xi e war ehouse.
You can barely see it. W have a |ot of big industrial

nei ghbors. This is a shot of my barns, part of the barns.
Al'l of our roof water is caught in these ponds. W followed
NRSC guidelines. | nean, it's all environnentally correct.
It's really nice.

That's just another shot of the sanme thing, the barns.

There are six barns, actually. Each barn can hold 500 cows.
That's max. Preferably, they really only hold 400 cows,
2,400 cows in the facility, but we have stocked these ponds
wi th Ganbusia m nnows, and normal other fish. What | was



trying to do, | nentioned earlier about this Epcot and

D sney Wrld-type thing, | really wanted to put together an
operation that was Disney clean. W're real close to
Jacksonvill e, and we have all of these schools, and we do
have a view ng area upstairs.

But ny theory was that when Walt Disney built down in

Ol ando, he wanted to fight the nosquitoes biologically by
putting in ponds and not spraying with all of the tourists
out there. So | designed this facility with nice,
freshwater ponds, and then | stocked themw th Ganbusi a

m nnows, and then other fish eat those m nnows, and then we
have sone bass. | had fish people put themin for ne, so |
don't know the--1 know we have sone specs and sone bass, but
it's really nice.

This is where the cows eat. Like |I said, there's anywhere
from200 to 250 cows on the side. They're very happy from
the Florida sun. They've got fans blowing on them W use
a bed-pack systemthat I'll showyou in alittle bit. That
feed right there is alfalfa hay that we bring in by rai

fromldaho. W mx it with sone corn silage that is grown

on afarm It's Nutri-Turf. [It's a division of Anheuser-
Busch. They take their wastewater and grow a silage crop
for ne. | got themto do that.

They were having problens growing turf grass because the
turf grass was only, you know, |ike an inch high or so, so |
advised themthat if they grew a taller plant that would
have nore nutrient uptake, then they could ship that crop to
ny cows, and we would get rid of their nutrient problens,
and 1'd make m |k, and then we'd go ahead and conpost that,
and put it on the side of the road, and it's worked out in
sonme ways, but the mlk prices are so lowit's very
difficult.

That's sonme of the brewers grain fromthe brewery, along
with there's a silage crop that | also get fromthemthat we
mx with the alfalfa and all of the other goodies that we
get. That's the nice thing about cows. People can't eat
citrus pulp, they can't cotton seed hulls, they can't eat
whol e cotton seed, and all of these ingredients are m xed
toget her, and we nake m | k.

This is part of the bed-pack system where the cows sl eep.
It's alittle blurry. They sleep on the right, they eat on

the left. The barns are actually 134 feet wide. It |ooks a
little narrow there, but it's really roony. 1It's 60-percent
silage. For fertilizer value, | put in .5-percent nitrogen.

That's the alleys where they stand and eat. So that is a
messier area right there. That's really probably where a

| ot of your nethane is, and there's the analysis of all of

t hat when we've had it done. 1've been having a nethane
anal ysis done, and nethane is a Phase 2 in ny operation. W
were just trying to mlk cows initially, but it's com ng

al ong, hopeful ly.



This is where we m |k our cows. It's a double 32 rapid
exit. | don't knowif you're famliar with any of those
systens, but it's a Westfalia. I1t's everything. The cow
wal ks in, automatic ID, just like the grocery store. W
mlk three tinmes a day. Her mlk weights are recorded three
times a day. We work very closely with the University of
Florida Vet School. They come out once a week. W have
students that live on the farm W have sone apartnents
there, right there on the facility.

This is where we store our mlk. There's three tanks there.
There's 36,000 gallons of storage. It's a |ot of storage,
but when you're in Florida, it's not |ike you have a cheese
pl ant down the road, but one thing we do have sonetines is

we do have hurricanes, and | thought, well, | want to store
ny mlk. If I'"'mmlking a lot of cows, we'll put it in the
t anks.

This is a solid separator in the back of the farm It's
very environnentally friendly. W use very little water
because of the bed-pack system So it's powerful stuff.
There's a punp house in the back, a [inaudi ble] generator.

That's a shot over the | agoon. W don't use nuch water. W
don't have a |lot of storage. It's only a half-acre, and
then it goes out to the irrigation fields.

This is a digester down at the University of Florida.

took a picture of that. Like |l say, I'malso working with
them Dr. Anne Wl ke, and I'malso working with Jacksonville
El ectric Authority. W're noving forward. W have actually
sonme new technol ogy that we're working on that we can nove
on into not just our operation, we want to actually not
supply our own energy needs, but we feel |ike we can do a

| ot of energy needs way beyond what our needs are, 10 to 40
megawatts.

This is JEA. They're on the back side of ne. | nean, we're
nei ghbors. M farmis right in the back. You can see it in
t he back.

And, again, the farmis in the back there. This road | eads
down to the power station, and that's where it goes.

There's the farmin the back. There's Rails to Trails is on
the back side of ny property, and so we do every weekend

we' ve got these bikers biking dowmn, and there's really no
odor because we're on a bed-pack, and we conpost.

That's the bike trail

That's the farm That's the power station.

This is the Wnn-Di xi e Supermarket, 1.2 mllion square feet.
They are a food distribution. W're all happy nei ghbors.



Thank you.

MR. VEIR Good norning. M nanme is Bubba Weir. |I'mwth
the M ssissippi Alternative Energy Enterprise Program and |
know what you're thinking--how can a guy with a name Bubba
from M ssi ssi ppi know anyt hi ng about renewabl e energy.

Well, let me give you a state and | ocal perspective.

First of all, let ne give you a little bit about ny
background. |[|'ve been in the econonm c devel opnent
profession for 15 years. | worked for a U S. Congressman
for five years in the District as an econom c devel opnent
liaison, and for the past five years, |'ve been involved in
bi o- based products and bi oenergy initiatives in the State of
M ssi ssi ppi .

["mcurrently working with the M ssissippi Technol ogy
Al'liance, formerly working with the USDA Alternative
Agricul ture Research Commercialization Corporation. W had
a partnership with them The State of M ssissippi did.
Currently, the State of Mssissippi, this last |egislative
session issued a little over $8 mllion for alternative
energy projects. You heard earlier about the systens of
benefit charges, but our state has decided to not assess
those systens benefit charges, but instead to invest by
usi ng bond funds.

I"mgoing to tell you a little bit about our program W
have, currently, an RFP out on the street. W' re |ooking
for partners for projects to fund. There's a brochure in
the very back. |If you're interested in contacting us, we'd
be interested in talking to you.

| want to try to answer the questions that you posed to us,
and |"'mgoing to try to use an acronym-TIP--to hel p answer
t hose questi ons.

First of all, what projects should be funded? Well, if you
use the letter "T," tal king about technol ogy, and you | ook
at the technology life cycle, we would |like to encourage you
to | ook at projects that begin not at basic R&D-type
projects, but instead at applied technol ogy, product

devel opnent, and commrerci al i zati on.

This | ast summer we conducted a series of farnmer focus group
neetings around the State of M ssissippi, and we heard from
farmers practical applications for alternative or renewabl e
energy and how they also would like to be involved in it
froman enterprise standpoint.

| can tell you that there is a need to help build capacity
with small businesses that want to be in this business.
You're going to need to help provide funds for everything
fromstart-up conpanies that maybe want to help proliferate
things |ike solar equipnment, as well as conpanies that woul d
| i ke to produce ethanol, biodiesel, nethane digesters,

m crot urbi nes, other types of technol ogies.



Let me also say that | noticed in the regs that were
witten, the way the law was witten, it did not use, well,
it tal ked about the energy savings, it tal ked about
environnmental benefits, but fromour perspective, in the
State of Mssissippi, we're looking at this as an econonic
devel opment tool. There's not necessarily going to be an
energy cost savings initially. It could be long termbefore
you actually see an energy cost savings.

So you have to |l ook at this as, you know, how can we benefit
the farnmers, how can we benefit small businesses, how can we
benefit residents, as well as how can these possibly be
econom ¢ devel opnment tools. That's technology, "T."

The next letter 1'd like to use, "I," for investnent. Wat
types of financial investnment should be made? Well, first
of all, let ne suggest that you take a |ong-term perspective
on this. Let ne encourage you to |look at things like equity
investment. | know that's a dirty word soneti nes when you
tal k about governnent dollars, but you're not talking about
projects that are necessarily going to cash flow and start
bei ng able the pay back loans initially.

| can tell you, fromworking with farnmers in the State of

M ssi ssi ppi, the nunber one issue for them other than the
health of their livestock or their famly, is cash flow So
you're going to need to | ook at how can we nake, possibly,
for exanple, zero-interest |oans on projects |ike this?

We'd like to encourage you to | ook at prograns |like the
internmedi ary rel ending program folks |ike us that are at
the grassroots |evel that possibly know the types of
projects that could be successful in our states, and |
mentioned equity financing.

So zero-interest |oans, internediary rel ending prograns and
equity investnents are the types of |ong-term perspectives
we'd like for you to consider. Also, what sources of match
shoul d be considered. W think you need to be creative when
you're considering match. You heard about systens benefit
charges or public benefit funds. Again, in the State of

M ssi ssi ppi, we've chosen to use bonds. Those can be done
at the state or local |evel

Consi der in-kind matches. | know a | ot of prograns say, you
know, when you have a match, we don't want to consider in-

ki nd, but you have universities, you have |ots of federal
prograns and state prograns that are very famliar with
docunenting and keeping up with in-kind, and I think you
ought to consider it just as you would cash or any other
type of match

"mnot that famliar with carbon credits, but I know that
that's sonething that's being talked about. 1'd like to
hear how possi bly carbon credits could be used as a match,
and ot her federal sources of funds. Again, lots of tines
federal progranms will say we're not going to allow other



federal funds to be used as a match, but |et ne encourage
you to do that, particularly in a state |like M ssissippi and
sone of these rural states. Sonetines federal funds are our
best sources of match.

The next letter 1'd like for you to consider is what other
factors to be considered? Partnerships. | think
partnerships is key.

First of all, let ne thank our State Rural Devel opnent
Director, Nick Walters, for inviting nme to this neeting
today. Wthout him | wouldn't have known about it. But
partnershi ps between RDA and the Natural Resource
Conservation Service, the Farm Services Adm ni stration, DCE
and EPA regional offices. W've, also, in the State of

M ssi ssippi, partnered with Native Americans, our tribe in
the State of M ssissippi, TDA, the Forestry Service, other
fol ks that are involved in rural devel opnment in our state.

But et nme al so encourage you, one question that you do ask,

shoul d any preference be given? |1'mgoing to be selfish and
ask, yes. | think an area like the Delta Regional Authority
shoul d be considered for preference. It's a start-up

organi zation simlar to the Appal achian Regi onal Conmi ssion
and a rural area enconpassi ng about seven states in our
heart| and.

Anot her partnership that you need to consider needs to be at
the table, and I"'msure that it's involved behind the
scenes, is the Agricultural Research Service. They're very
much involved in technol ogy transfer, as well as the
Cooper ati ve Extension Service, and have hel ped us in our
state in |l ooking at the types of technology that's out there
that's on the verge of potentially being conmercialized.

So what kind of consideration should be given? | think you
need to have partnerships that involve governnent, academ a
and the private sector. That's what we're doing in the
State of Mssissippi, and | think we're going to be
successful .

You tal ked about cooperatives, co-ops. | think those are
very inportant. W work very closely with Farm Bureau, and
we even involve in our efforts electric conpanies. W have
a Steering Cormmittee nade up of representatives around the
state, and we have el ectric conpanies and others that are

i nvol ved in that.

So, in conclusion, et ne echo a comment that was nade by
Under Secretary Dorr. Please, let's not be bureaucratic in
how we approach this program On a lighter note, | think
Section 9006 needs to be renaned or needs a nmascot or
sonething, and I wouldn't mnd you calling it the Bio-Bubba
Section. | think that would be a great nane.

[ Laughter.]



MR. VEIR  Thank you.

MR. TALBERT: Good norning. |'mGerald Talbert. I'ma
consul tant here representing the National Association of
Conservation Districts.

The National Association of Conservation Districts has been
pronoting the opportunities that bioenergy and greenhouse
gas reduction can provide to American agriculture since
1993. Through Anerica's 3,000 conservation districts whose
jurisdictions cover nearly every acre in the nation, we
provi de a | ocal gateway through which technical and
financial assistance is made available to private | andowners
to devel op and i nplenent plans to protect their natural
resources and wor ki ng | ands.

Wth their federal and state partners, we forma
conservation delivery systemto hel p nove nationa
conservation initiatives through the state and |ocal |evels
to put conservation on the land and to transmt information
fromone |l evel to another.

NACD supports bi oenergy because it provides both
environnmental and public benefits. The conbustion of

bi omass repl eni shes the current carbon cycle by returning
the carbon dioxide it had renoved fromthe atnosphere during
its growth cycle.

Consequently, the replacenent of fossil fuel w th bioenergy
reduces the excess carbon di oxide that the conbustion of
fossil fuel creates, which exasperates our grow ng gl obal
climate change problens. Methane capture and conversion to
electricity results in a direct and substantial reduction of
a greenhouse gas that is 21 tines nore potent than carbon

di oxi de, a reduction that can be easily and accurately
measured in cubic feet.

Conservation districts have been working directly with
private | andowners for over 60 years. They know that a

vol untary, incentive-driven approach is one nost favored by,
and effective for, farnmers. The financial incentives

of fered through cost-share paynents for conservation
practices and rental or easenent paynents for |and
retirement programnms help farners cover the cost of

I mpl enent i ng- -

MR. TALBERT: [Continuing.] The energy title of the 2002
farmbill is a trenmendous step forward for the agricultural
comunity to seek its full potential to provide a
sust ai nabl e foundati on of domestic renewabl e energy.
Section 9006 provides a new and substantial funding source
for individual farmers, ranchers and small rural businesses
to invest in renewable energy or to inprove the energy
efficiency of their operations.

I n nost cases, producing bioenergy feedstock either through
traditional crops or biocrops can be done with resulting



| nprovenents to soil, water and air quality, collecting and
contai ning ani mal waste to capture and convert nethane to
electricity is also a practice that protects water quality.

Ani mal waste that has gone through an anaerobic di gester
becones nore effective organic fertilizer. And to the
extent that its application would replace comerci al
fertilizers, a trenmendous anmount of energy is saved, and a
reduction of nitrous oxide is achieved, the greenhouse gas
that is 310 tinmes nore potent than carbon dioxide.

NACD bel i eves that the financial assistance provided in
Section 9006 should be used for the follow ng renewabl e
energy systens and energy efficiency inprovenents on either
an individual farmor a regional facility:

Met hane capture and conversion to electricity, biomass gas
suppliers, wnd power, photovoltaic power, geothermal power,
hydrogen fuel cells, and converting to nore efficient
irrigation systens and converting to no-till planting.

Priority for grants and | oans should be given to nethane
capture equi pnent because of the high cost of establishing
the systemand the nultiple environnental benefits it

provi des.

In energy efficiency inprovenents, priority should be
assigned to converting to nore efficient irrigation systens
and to no-till planting because of the additional benefits
achi eved, the trenendous anount of water that would be
saved, as well as energy, with nore efficient irrigation
systens, and the soil, water and air quality inprovenents,
as well as the reduction of energy required to use a no-til
pl anti ng system

In addition to obvious factors to consider when determ ning
grant or | oan applications, one factor should credit efforts
wWithin a community of a group of individual farnmers who w sh
to establish a cooperative to build and operate a bi oenergy
system for which they would provide the feedstock.

Preference should al so be given to applications from states
that have established prograns to pronote bioenergy from
agricultural sources if federal and state incentives can be
conbi ned.

O her federal incentive prograns that nmay be supportive of
Section 9006 incentives include: the Environnmental Quality
I ncentives Program the Conservation Security Program
Agricul tural Managenent Assistance Program Farn and
Protection Program G eat Lakes Basin Programfor Soi
Erosi on and Sedi nent Control, and the Conservation Corridor
Program

The energy title would hopefully accelerate a nationw de
process to maximze our ability to provide our own energy.
It's a great opportunity for American agriculture to be the
keystone in the foundation of national energy security.



Thank you.

MR, HOLMBERG | want to thank the panel very nuch for your
spirited support for biorefinery concepts. |'mparticularly
pl eased to see Denise Swi nk here, who has been a real

pi oneer in terns of bio-based products. W thank you.

Keith Collins probably renenbers that back in 1978, the
early '80s, that the Departnent of Agriculture was in
opposition to ethanol. You ve all cone a | ong way, and
t hank you very nuch.

My nane is Bill Holnberg. |'mchairman of the New Uses
Council, which is dedicated to new ag and forestry crops and
new uses for all ag and forestry crops and residues, as well
as a clean bionmass heading for dunps and landfills, to the
production of biofuels, bioelectricity and co-generated
thermal electricity, and thermal electricity, and chem cals
i ncluding |ubricants, paints, solvents, adhesives, ink,

cl eaners, et cetera.

Anerican agriculture is superbly positioned to address
several of Anmerica's mmjor concerns:

Nat i onal energy and honel and security through di spersed
renewabl e energy facilities; the need for new basic

i ndustries and quality jobs; preservation of the famly farm
concept; dealing with farm subsi dies adm ni stered by
separate governnents, with powerful negative inpacts on
nations unable to afford such subsidies; better protection
of forest and woodl ands from unwanted fires; urban road and
hi ghway encroachnment on farm grazing and forested | ands,
loss to wildlife and their habitat; and environnental
degradation and the need for Anerica to show a way to
profitable greenhouse gas stabilization with limted
government intervention.

What follows are the broad-based goals of the New Uses
Council. W haven't addressed the specifics outlined and

t he gui dance provided by Under Secretary Dorr, but trust
that identifying major areas of inportance will be hel pful.
They are:

Need to accelerate bridge building with a broad spectrum of
envi ronnment al organi zations. Too often nost of their
opposition to biofuels, biopower and bio-based products are
rooted in old aninosities. These aninpsities go back to the
very beginning of to ethanol industry in the |ate
"70s/'"early '80s, msinformati on and exagger ated concerns
about the environnmental inpacts of the carbohydrate econony;
Governnent shoul d convince the world' s major auto-truck
manuf acturers to reconmmend renewabl e fuel --bi oet hanol,

bi odi esel, and other biofuels for use in all of their
vehi cl es;



Establishing a positive relationship between existing corn
and soybeans to ethanol and bi odi esel industries and
proponents of cellul osic biomass and wast estream bi odi esel
as preferred feedstock. There's too nmuch aninosity there.
There's not enough cooperation. It's wasting a |ot of
resources, and it's causing consternation and concern within
t he environmental conmunity. Those organizations have to
wor k t oget her

Ext endi ng the new uses concept beyond crops and residues to
new uses of farmng, grazing and forestry |land, there are
t hree opportunities:

Make these | ands avail able to hunters, fishernen, and others
seeki ng outdoor adventures, follow ng procedures profitable
to |l andowners, while habitat for wildlife and fish, the
environnent, and the soil are enhanced.

Farm grazing and forestry land, if worked in a sustainable
and environnental enforcing manner, will sequester and store
carbon and reduced nethane and CO2 em ssions by limting

bi omass degradation through mcrobial action. This wll
benefit | andowners by marketing carbon credits;

Sharing lands with wind farns, solar energy arrays,

geot hermal wells and increnental hydro when | andowners and
the environnent, as well as wildlife, fish, and their
habitat are enhanced, bal ancing the need for econom es of
scale, with the benefits of econom es of integration and
val ue.

Integrated farmenergy and fuel systens will help neet these
goals. By integrating an ethanol plant wwth a feed yard

wi th an anaerobic digester and a systemto process the
digestate into biological fertilizers, allows you, for
exanple, to bring an ethanol plant from40 mllion gallons,
as sort of a mnimze size, dowmn to 15 mllion gallons, and
integrating the systementirely allows you these econom es
of integration and econom es of val ue.

The current energy industry in the United States is driven
by fossil fuels, and that has a massive footprint on our
econony, our foreign policy, our national policy, and the
environment. We're in the transition stage right now,
advancing with the renewabl e energy technol ogi es and bi o-
based system

That transition has to proceed with great caution and care.
There's got to be a |lot of cooperation between the fossi

i ndustries and the renewabl e energy industries, and the
governnent has to play a key role in making sure that that
transition noves forward in a way that benefits society
entirely. W just can't jerk the systemaround. It has to
go through wi th consi derabl e ease and decorum

If we do all of these things right, we're going to create a
major mracle within the rural sector. W need this mracle



to effectively deal with worldw de agricul tural subsidies
for the benefit of American farners and ranchers, to bring
young Anericans back into the agriculture and forestry
sectors by providing the financial and spiritual [inaudible]
that are attractive to many young peopl e, generate new basic
i ndustries and quality jobs, position farm grazing and
forestry lands to provide neani ngful recreation and | earning
experiences for people who have nore tine and noney because
of continually advanci ng science and technol ogy, pronote
friendly and legitimte conpetition, while benefiting the
nation and its environment, and opening markets for the ful
range of bio-based products, gain the support of the
environmental community for biorefinery and carbohydrate
concepts, and work cooperatively with oil, gas, coal and
nucl ear industries in atinely transition fromthe

hydr ocarbon- to the bio-based econony.

The New Uses Council is dedicated to those basic goals, and
we encourage the governnment to be nore enthusiastic than we
are in this process.

Thank you.

VR. : M. Holnberg, 1'd just |ike to coment
you're the first one today who's tal ked about the need to
bring young people back into rural America, and | appreciate
t hat .

VR. :  Good norning, M. Under Secretary, nenbers
of the panel, attendees. |It's good to be here this norning.
| appl aud the panel for being able to sit in as |long as you
have this norning. W'IIl try to keep this short and to the
poi nt .

W' ve had plenty of discussion already today about ethanol

and bi oenergy, renewable fuels, those types of things, so |
don't think I want to bel abor that point too strongly this
nmor ni ng.

I'mfromthe Renewabl e Fuels Association. W're the

national trade association for ethanol. W're the
spokesperson here in D.C. Currently, we have 69 facilities
across the country. 2.7 billion gallons of ethanol are

produced currently on an annual basis. Wat that neans,
with regard to transportation fuels, is gasoline makes up
about 125 billion gallons of our transportation fuels today.

We're just a small portion of that 2.7 billion gallons, and
we are w thout question, the nost successful alternative
renewabl e fuel that's available today. So that just kind of
puts things in perspective about where we're at as an

I ndustry and where we're at with regard to renewabl e fuels.

The fastest-growi ng segnent of our industry is very
specifically the farmer-owned facility. O those 69
facilities that we have, 31 are owned by farners. That's
about 45 percent of our industry at this point. O those



69, we have 9 additional facilities that are under
construction, and 6 of those 9 are al so farner-owned
facilities. So the trend is noving towards nore and nore to
be a farnmer-owned facility.

The reason why we are specifically interested in Section
9006 i s because, as we focus progranms on trying to help
farmers and rural businesses nove forward, this is the type
of a programthat we think could actually be very useful in
hel ping those farnmers and those farner-owned facilities and
t hose ethanol facilities be successful in business.

One of the reasons why rural businesses and rural
biorefineries are not successful is sinply because it costs
too nuch noney to produce the product, and if there's a way
that we can continue to | ower those costs across the board,
then we will continue to have success.

Just as an exanple, back in 1986, USDA O fice of Energy
filed a report that said that it would cost about $2.11 to
produce a gallon of ethanol in 1995. (Qbviously, they were

predicting into the future what it was going to be like. In
1995, we were at about $1.15 or so a gallon for the cost of

that ethanol. Now we're down to about 95 to $1.10 a gallon

on making ethanol. So we're getting better, and we're

getting nore energy efficient as we nove forward as well.

On the energy efficiency side of things, USDA al so has

studi ed that issue specifically about ethanol and has said
that we have a 34-percent net energy gain. Argonne Nati onal
Laboratory has al so studied that issue, and for 100 BTUs of
energy it takes to produce ethanol, we get 135 BTUs of
energy on the outside of that. So we are at a point that
we' re productive, we're energy efficient, and we think that
we have a | ot of successes ahead of us.

One of the interesting things about USDA Section 9006 and
ethanol is the fact that we get to tie in this economc
devel opnent part of things as well.

If you take a | ook at the inpact of what a small rural

busi ness |i ke an ethanol facility does to assist with rural
econom ¢ devel opnment, we're in a situation where a single
40-mllion-gallon facility, and we've had this issue studied
as well, just to take a look at what is the inpact, what is
the inmpact going to be--for a |local community, a one-tine
boost of about $140 million, when you build an ethanol
facility.

An et hanol facility, a 40-mllion-gallon facility costs

about $60 million. | nean, it's not a snmall investnent.
It's a big project. It creates 40 full-tinme jobs in that
comunity, about 700 throughout the entire econony. In

addition to that, it adds the local price of corn, and what
we' ve done in the analysis that we've conpleted, is we did
an analysis of the cost and the price of cost within a 5-
mle radius out to a 50-mle radius, and the increase in the



price of corn in that region increased anywhere from5 to 10
cents per bushel, so we do have a big inpact on the | ocal
conmuni ty.

Wth regard to Section 9006, specifically, and M. Dorr, you
suggested and have highlighted for us a series of questions
that you' d like us to respond to. [|I'mnot going to respond
to those specific questions today, but will do so in
witing.

But with regard to Section 9006, we have an opportunity in
this section to take a | ook at what is a renewabl e energy
system Well, an ethanol facility is actually a renewabl e
energy system They are one of the few systens that
actually process renewabl e resources into energy. And you
can take a |l ook at the whole big picture or you can take a
| ook at some of the smaller parts of that picture as well,
and so what we're asking in this process today, as part of
our public comments, is as you draft the rules and as you
nove forward, obviously, we are willing to work with you in
doing that, but in addition to that, take a | ook and
continue to keep an open m nd about that ethanol facility.
As a rural business, it's very inportant to the econony. 1In
addition to that, it is that renewabl e energy system

And then, finally, with regard to efficiency inprovenents on
energy, one of the things that we are interested in, as an

i ndustry, are those types of prograns that when you take a

| ook at them you can eventually inplenment themas part of
your rural business and, hopefully, benefit the conmunity
that you' re working in and that also add to your bottomline
as well.

I"mgoing to talk just briefly about carbon credits and
tradi ng of em ssions, em ssions trading and whatnot. There
is a way, currently, that we can devel op a baseline for

gr eenhouse gas em ssions tradings and those types of things.
We have | ooked at it generally. [It's kind of one of those

I ssues that we don't understand. Well, a lot of folks in
agriculture don't understand.

But as we nove forward, there's a way to benefit fromthat,
and as et hanol producers, and as energy producers, we have
an opportunity to take advantage of sone of those types of
progranms as well. If this programcould assist the ethanol

I ndustry and those farnms and those snmall rural businesses in
maki ng better decisions and being a bit nore proactive on

t aki ng advant age of sone of those other things that are

avai lable, then this is the type of a programthat possibly
could be useful in doing that as well.

So |l wll conclude nmy cooments with that. |[If you have any
gquestions, we'll take them if not, we will submt witten
comments on the different questions you asked as well.

Thank you.



MR. HESTER  Good norning. Thank you. [|I'mvery pleased to
be here this norning. |'m Steve Hester, the technical
director of the Solar Electric Power Association. The Solar
El ectric Power Association is a Washington, D.C. -based
organi zation formed in 1992. | wanted to outline sone of
the opportunities that we see with photovoltaic, Solar
Electric and the Rural Business-Cooperative Service.

W were fornmed in 1992. W have right now about 60 nenbers
that are utilities--electric service providers. W have
about 40 that are PV industry and stakehol ders. O those

el ectric service providers, nost of them are independent
utilities, independent-owned utilities, and nunicipals, but
we're very proud to have eight rural co-ops be part of those
menber shi ps, and the NRECA.

One of the reasons that's a small nunber is because there's
not a whole ot of the rural co-ops that are really involved
in photovoltaics, and that's why |I ook at this as an
opportunity today to get theminvol ved in photovoltaics.

PV is very high cost, about $6,000 to $9,000 a kil owatt.
That's about twice to three tines the price of conventional
generation. There is a lack of long-termfinancing
available for it for nostly utilities and its custoners.
There's a | ack of experience and know edge about what it
really does and how it works, and there's a | ack of an
infrastructure to supply and to service that commodity.

W think that, obviously, the Section 9006 of the bill wll
give us a great opportunity to satisfy sone of those things.
A sinmple off-grid systemis very sinple. It has a PV array
made up of PV nodul es or sone kind of a |load controller in
the mddle. There's a battery storage on the bottomor it
could be water, as has been shown before by Cecilia from
Kyocera, and it supplies the DC | oads. That could be

punpi ng, that could be your house, that could be an
Inverter, et cetera.

There's a | ot of exanples of rural PV that's been used
around the world. These are all in the United States,
predomi nantly in Texas. You can see it for water punping.
You can see it running an actual house. This one here has a
war ehouse and a facility that runs the barn and all of that.

This is the nost conventional. It uses water punping. It
has a sinple in-ground punp. It uses the PV array to supply
the water in a water storage tank, and the water storage is
used for livestock watering, and it's very successful around
the United States. There's sone rough costs. If a line

ext ensi on woul d have been used, it woul d have cost $3, 200.
The PV system was $2,300. Obviously, a |l ow cost solution,
and the utility there did that, the co-op.

Here's another one that's also in Texas. Two sol ar panels
keeps the whole going. The |ine extension was a | ong ways
away. This is where the cattle were, and this is where the



wat er was, and the PV systemwas a nere price of that--
$2,400, a big county electric co-op down in Texas.

Here's one that provides power for a house, and you'l

notice that nost people in rural comunities don't put their
houses out in the mddle of the sun. They usually have
protective trees, and so this one, the PV array is out in

t he sun, and they have power batteries to store the energy,
and an inverter, and in sone cases they have an alternative
fuel, usually propane generated, for backup for those cloudy
conditions or lousy nonths with a |ot of rain.

PV-powered residents are common. Here's one in Florida. It
runs the Disney w | derness preserve, a conplete facility.

It has dorns in there. It keeps the refrigerators and al

of the conmputers they use running.

A lot of residential houses around the United States, sone
| i ne-connected, sone of themare renote. W're using
storage usually with batteries.

Thi s conpany in Texas, CSG Services, and they have focused
on Texas co-ops, and they've been very successful to get a
Texas PV coalition. They have workshops and training across
the state, and they' ve been able to put about 65 PV systens
in, supported by the co-op |eader, instead of |ine
extension, usually. So the co-op decided to put this PV
systemin and not drag the wires out and inpose the cost on
the rest of the ratepayers, of course.

Some of their systens, and they do have a website.

So they conduct training workshops. This seens to be one of
t he nost successful parts of the whole thing is you have to
really convince not only the farnmers, but you have to
convince the co-op managenent that there is an opportunity
for photovoltaics, that it really can service the | oads that
were conventionally used wth convenient |ine extensions,
whi ch are, unfortunately, a | ot of expense.

There's al so an opportunity for rural co-ops to actually

t ake down sone of the |ines and not have to repair them
after ice stornms, not have to keep the aging pol es going,
and the |line conductors reconnected, by putting a PV system
in for a new |oad that cones in; a new house, new water
punpi ng, et cetera.

Why get involved? Well, it's a great thing to do. The
comunity | ooks at this as very prom sing. The inage of the
utility becones differently |ooked at by the custoners, and
by their, you know, the rural co-op is the custoner, so they
real ly [inaudible] have that conpany do that.

We urge the U S. Departnment of Agriculture and the Renewabl e
Busi ness System to devel op a col |l aborative education
outreach program It should be PV-focused worksheets, work
on fact sheets, conme out with sone cal cul ati ons on how much



| i ne extensions cost conpared to a PV systemto create sone
| ong-term financing for co-ops and their custoners.

That's the highest need is just the education, which can be
grants, the long-termfinancing can be the 25-percent/50-
percent match, and another thing is we'd like to see that
there be a listing of photovoltaic system conponents, and
we're willing to help with that with our rural utility
services in the U S

Thank you. | think there's a ot of opportunity. For nore
I nformati on on photovoltaics, we have a website,

Sol ar El ectri cPower.org, and we can show you performance and
pi ctures and how these things really work.

Thank you. | think there's a great opportunity here. W
hope that the farmbill will provide sonme opportunity to get
phot ovol tai cs, another other renewable, into the system It
Isn'"t the only solution, but it is one of the solutions.

Thank you.

MR. MJRCH E: Good norning, everyone. M nane is Colin
Murchie. 1'mfromthe Solar Energy Industries Association,
here to provide the one-two punch for solar, apparently. |
have a Power Poi nt on the CDR there.

The Sol ar Energy Industries Association is the national
trade association representi ng manufacturers, installers,
contractors and operators of solar energy systens, and we're
here because we believe that Section 9006 represents a very
uni que opportunity to achieve all of the well-known nati onal
security, environnmental, and grid security benefits of solar
energy through a focus on the Departnent of Agriculture's
traditionally served popul ation, the farmer.

I"d like to bring sone people perhaps into the 21st Century
with their concept of solar energy. A |lot of people have a
very 1975, Jimry Carter era, conception of solar energy. |
don't because | wasn't alive in 1975.

However, you can see here, the solar energy industry is
growing at an extrenely rapid rate. W've had 25 to 40
percent annual growth rates recently and as we can see,
there's an exponential increase in the nunber of installed
systens. Next slide, please.

Since the solar systens are one of two things, either a
sol ar hot water systemwhich is essentially a piece of
plunmbing, it requires essentially high school netal shop
technol ogy, or a solar photovoltaic panel which is just
pi eces of doped silicon, which rem nds you of their very
cl ose cousins, the light-emtting di ode and the

sem conduct or



Right now, in this suit sonmewhere, | probably have about six
m croprocessors and three LEDs. | wouldn't have had any a
coupl e years ago before the cell phones and the PDAs.

So since the market is simlar, the materials are simlar,
and the production nethod are simlar, solar's been able to
ride the curve of descending costs being set up with these
technol ogies. Next slide, please.

As you can see, over the past 25 years we have an extrenely
reliable TARAK [ph] record of reducing in price at
approximately 9 percent per year, every year since 1976.
Through the mracle of compound interest, which our

econonm sts are painfully famliar with, that brings us down
to one-tenth of 1976 solar prices and one-third of 1990
prices.

This sort of market and that sort of incredible cost
reduction potential has brought a |lot of |arge players into
the room | wont nane nanmes but certainly sone of the
peopl e maki ng sol ar panels today nade a | ot of the

cell phones in this roomand filled up the tanks on a | ot of
the SUVs out on | ndependence Avenue. Next slide, please.

W have a very reliable decrease in prices. You can see the

statistical nature of that graph, previously. It's holding
very close to the line. | can't say the sanme for
conventional energy. Figure one here is fromthe Energy

I nformati on Adm nistration of the Departnent of Energy. It

shows natural gas prices for the last 30 years.

That's a hell of a ride. Now these are prices that show up
in farmers' bottomlines. Farmers buy natural gas directly
for residential and facility heating and they buy

el ectricity which is increasingly generated by natural gas.
These costs end up in farmers' bottomlines, nore and nore
wi th deregul ation, especially. They're factored into by
banks when they consider the financial security of the farm
for investnent, et cetera, and there's just not way of
predicting them |It's yet one nore risk that a farner has
to absorb in addition to weather crop yields, comodity
prices, et cetera, and there's no particular reason for that
to be. Next slide, please.

Because the nost conpelling part of the solar energy system
is that it's a fire-and-forget system so to speak. You buy
it, you put it up and you forget about it for 20 or 25
years, and for the duration of that tine, you have a
guar ant eed fuel supply.

Unfortunately, that neans it's a high capital cost. It's
like if you bought a Honda G vic and the Honda deal ership
woul d conme to your house and fill it up with gas every
norning, that'd probably be an $80,000 car. There is an
opportunity here, however. Section 9006 is an up-front
incentive program It provides |loans; it provides grants.



It doesn't provide noney for maintenance or research or data
gat heri ng.

So, ideally, you' d be | ooking for systenms which are nost
suitable for an up-front incentive, and I can't think of
anyt hing better than sol ar.

The only thing you need to do to nmake it financially

rel evant and financially viable for its entire lifetine is
to provide a capital cost [?], up front. Next slide,

pl ease.

Now of course that high capital cost deserves a

sophi sticated analysis. You can't walk into a Kyocera

deal er, pick up the tag on a panel, |ook at the nunber of KW
it puts out and punch it through your watch cal culator. You
need to do a sophisticated eval uation of what the actual

cost to the farnmer will be.

For instance, there are a nunber of state initiatives, and
financing specifically for solar energy equipnment and which
specifically all owed double dipping with other federal

i ncentives and federal prograns. All of these are listed in
a very conprehensive list on the DSIRE Wb site maintai ned
in part by the Departnent of Energy which is the Database of
State Incentives for Renewabl e Energy, Dsire.usa.org, and
there's many opportunities for synergistic funding there.

Al so, when you're considering the cost, you have to consi der
the likelihood of a stranded system Solar no | onger
represents a technical risk. Solar panels power our
satellite comunications. They power critical national
security facilities.

They power a nunber of mlitary systens. They' re out of the
box, prepackaged, nodul ar systens, and if you hand over the
cash for one, you knowit wll work and you know for how

| ong.

You can't necessarily say that about a nore experinental
system or about a built to order, or contracted or designed
system You have to factor in the financial risk that you
will pay for that systemand that two years fromnow, five
years fromnow, it will crap out and the Departnent of
Agriculture will have no funding under 9006 to go out there
and fix it, and that noney will have been wast ed.

There's the opportunity to avoid future mai ntenance and

i nfrastructure costs which are not funded under this program
and therefore you don't have to add anot her program and
nost interestingly, the Departnment of Agriculture is stil
responsible for a lot of the rural electrification

i nfrastructure.

Now denogr aphi ¢ patterns change, the nature of the grid has
changed, and now there are a |ot of |oads at the end of very
extended electricity distribution paths that are only



getting older. Some of themare 25, 40 years old now This
infrastructure the USDA will be responsible for in the

com ng years when it starts to fall apart and it may be
beneficial to start to gain experience with these
technologies for rural electrification and rural energy

I ndependence whil e you can.

There's al so an opportunity for zero day paybacks on a | ot

of solars, for residential electricity and for water punping
alike. As Cecilia nentioned, if you get two mles away from
the grid they're going to charge you $40,000 to extend the
grid out and that's 4KW 5KWworth of solar, which wll

power a substantial | oad.

Wth that steady cost decrease, it's gotten to the point
where we're inching neter by nmeter up on to the grid, and if
you're nore than 500 neters away fromthe grid, nore than a
kil ometer away fromthe grid, you may not have to worry
about a payback period because your payback period may be
the day you show up with that system on the back of your
truck.

Especially if you have to rip up the pavenent or put out
pol es, put a new transforner on your barn for just a smal
lighting load. It doesn't nmake sense. Next slide, please.

There are al so noncost benefits to the Departnent of Energy
that m ght not be immediately obvious. Solar is a clean,
ready, donestic energy source. |If you were to give ne a

t housand dollars right nowto go to Cecilia to provide you a
100 watt system guaranteed, probably power a good portion
of this auditorium There's no need for experinent, there's
no need for market devel opnment and there's no hoping that a
technol ogy will energe.

Solar is primarily donmestically manufactured fromrecycl ed
materials, usually fromthe mcroprocessor industry, and can
be recycled at the end of its life as well.

As | said, you can proactively replace the aging rural
electrification infrastructure, kind of renove that Danocles
sword from above the Departnent of Agriculture's head.

There's also the incentive that there's a rapid depl oynent
in the ease of administration here. You don't have to worry
I f soneone has an appropriate siting plan or all of the
appropriate approvals, or a workable design. |If you hand
soneone a | oan, they can go out and buy a prepackaged
system It's the ultimate in replicability. There's a good
Governnent argument to be made for the synergistic effect
with the state incentives. States want you to put solar in
their state. They've expended funds for this, they have tax
credits, and there's no reason not to work with those to
obtain the maxi num benefit for all the progranms which have
been established. Next slide, please.



O course there are the farners, ranchers, and rural small
busi nesses who will be receiving these grants. The best
part of solar energy in small-scale systens, for instance,
fence electrification, water bubblers, renote |ighting,
renote conmuni cations ,is that the benefits are focused on
the farmer. They're not defused throughout, for instance,
the fuel market or the electricity market. They are focused
on the person who actually receives the grant and that makes
the benefit for the grant nore salient, nore trackable, et
cetera.

Sol ar energy systens being highly standardi zed are supported
nati onwi de by a series of large, mature corporations, and
sone very |large transnational corporations, and are

mai nt ai nabl e by their very nature. They're not a |ot nore
conpl ex than a w ndow.

Many of these are al so | abor-saving and cost-insul ating
devices. In a lot of rural areas, as you noticed with the
probl em of young people living in rural areas, |ike the one
| grewup in, there's a ot of |abor problens on farns.
There's too much work and not enough people to do it. Very
flexible portable solar systens can help to relieve this.
Could I have just ny last slide, please.

Qur final recomendation is to just prioritize, prebuild
standardi zed systens which are on site and which go to the
farmer, including rural residential systenms, to fund only
systens which are on site and whose benefits accrue to the
farmer, to sinplify the application and to tailor your
education efforts to the point where appliance scal e sol ar,
your fence electrification, et cetera, can participate, and
to allocate $5 nmillion of the $23 nmillion specifically for
sol ar projects.

It's enough to get $20 million of projects out there. If you
t hi nk about it, that can make this product instantly
pervasi ve and rapidly accel erate an al ready inpressive
trend.

Thank you for the opportunity.

MR. ROUNDTREE: Good norning. M name is Steve Roundtree.
I"mw th Southeastern Lunber Manufacturers Association in
Atlanta, and we represent about 230 independent sawm || s,
primary |unber producers |ocated in the southeastern
guadrant of the United States, from Texas up through

Vi rginia.

Since | was 25 years old when Jinmmy Carter was here, |
remenber quite well the attitudes and whatnot. But as |
said, our nenbers are primary manufacturers, they take |ogs
fromthe forest and manufacture two by fours and two by
sixes. That is their primarily product. But they also
produce a | ot of byproducts in the formof chips and sawdust
and bark and shavings, that are currently utilized. Next
slide, please.



In addition to those sawm || byproducts, there's a | ot of
ot her wood bi omass available, that is currently terribly
underutilized, and nmuch of this is residue from/l ogging
operations that is currently left on the site, on harvest
sites, which is either burnt or is just left there to rot.

In Wnrose [?], we have one nenber who has conduct ed
research that indicates that there are literally mllions of
tons of this fiber left on harvest sites every year. [|'l|
have nore about that in just a nonent.

Thirdly, overly dense stands of living or dead tinber that
threatens the health of our public and private forest,
especially on public lands, as the fires out Wst were very
deadly and devastating testinony to that overstocking
situation in our national forests that needs to be
addressed. Next slide, please.

As | said, our nenbers produce a |lot of different byproducts
and they're currently all used at varying prices.

Generally, the prices for the byproducts have been trending
down because the supply, or the actual capacity, paper and
pul p capacity in the United States is declining. There is
an error on this slide. That should be since 1968, 58 pulp
and paper mlls have closed. 1In 2001, we had eight paper
and pulp mlls had closed. But, nonetheless, the trend is
down for which--this is the primary market for wood chips
and as the paper industry noves offshore due to stringent
environmental regulations in the United States, the markets
for these wood chips and for pulp wood are di mnishing, the
prices are dropping, it's affecting private | and owers as
well as the sawm|ls and we need to find new markets for

t hese byproducts. Next slide, please.

This is just to give you an idea of how nuch bi omass the
menbers of our particul ar associati on produce. A total

bi omass of alnmobst 12 mllion tons of wood fiber. This is
only a fraction of what's actually produced in southeast and
still a smaller fraction of what's produced nati onw de,
because we only represent about 20 percent of the entire

| unber production in the Southeast. So in the Southeast,
there woul d be approximately 58 mllion tons of this

mat eri al produced. Nationw de, | have no idea, but it's
considerably nore than that nunber.

O her potential sources of wood fiber include |ogging
residue. This is what | nentioned earlier. 1In the State of
South Carolina alone, there are 5 mllion tons left on the
ground, that is either burnt or left torot. That is a
tremendous resource that could be converted to energy

t hrough wood-fired, electric-generating facilities. W
woul d i ke to see nore research done there. Again, it's a
trenmendous wast e.

If you nultiply that by twelve states, and South Carolina is
probably | ess than average in terns of production in the
schenme of our organi zation, you'd have 60 mllion tons of



| oggi ng residue that could be used to fire wood-fired
generating facilities.

Pul pwood thinnings. There's a huge volune of pul pwood on
the market. These are pine plantations, about a mllion
acres of them are planted and have been planted since the
1980's, and the prices for pul pwod are extrenely depressed.
Many rural private | andowners are not being able to have
their plantations thinned because there's no market for that
pul pwood.

However, if we had wood-fired generating facilities |ocated
in the rural Southeast, there would be a trenendous market
for those pul pwood vendi ngs, and a trenendous benefit to the
rural comunities.

Thirdly, construction and denolition debris. | have no idea
about the volume of this but it is substantial, and lastly,
the national forest tinber stand inprovenent. That is
renoval of overstock, live and dead trees, should be a
priority of the U S. Forest Service. Next slide, please.

These have pretty much been covered. These are the three
primary nmethods that are currently used for converting wood
Into energy. Co-firing with coal in existing generating
facilities is being done at Meade's [ph] West Vaco [ ph]
plant in Charleston, South Carolina, and several other

| ocations in the Southeast.

Santee Cooper utility in South Carolina used all the bl own-
down tinber fromHurricane Hugo to coal-fire their coal -
fired plants during that tinme period, and they bl ended about
10 percent wood with 90 percent coal.

Gassification is a process involving heating the organic
material and driving a vast majority of its energy
potential. There's a project in Vernont that is very
successful. It's a joint project with DOE and i ndustry.
Ferco [ph] | believe is the nane of the conpany but it's a
successful nodel that should be foll owed.

And fernenting the biomass to produce ethanol, that's our
friends on the corn side have that down pat, but the wood
products industry has a way to go. But we do have one

speci fic recommendati on regarding that. Next slide, please.

And that entails sone research that is currently being done
by M ssissippi State University. | have their proposal
attached to ny witten docunents, that the panel has. They
are currently budgeting about $37,000 to research the
marketing and the logistical feasibility of this process.
Technically, they think it can be done, they know it can be
done, and they plan on processing wood chips, creating a

bi odi esel additive which will be blended with diesel at a 20
percent ratio.



So once they get through this accel erated research program
that will last fromsix to nine nonths, we would hope that
USDA Rural Devel opnent woul d | ook favorably upon granting

additional funds to this particular project.

In the study, in Mssissippi alone, they estimate that the
i ncreased val ue of wood chips would be $300 million. This
woul d be to the forest |and owners, sawrlls, snal

busi nesses, throughout rural M ssissippi, and if you
multiply that nati onw de or at |east across the Southeast,
you can see a huge financial benefit.

The value for tinber growers through enhanced val ue or
prices for pul pwood thinnings is estimated to be one billion
dollars. So we feel like that has a |ot of potential and we
hope the USDA will contact M ssissippi State and cooperate
wi th them and provide sone funding. W also have sone
general recommendations that are listed in the printed
material, and | hope you'll take a | ook at those, and I
appreci ate your time. Thank you.

MR, ELLI SON:  Thank you to all our speakers this norning.

A few announcenents before we break for lunch. A list of
participating stakeholders will be available at the
registration table followng |lunch. Also, participant

st akehol ders who did not obtain a nane tag when they arrived
this norning, can pick up a nane tag at the registration

t abl e.

Renmenber, any tinme you're walking in the halls, you wll
need to display the guest ID provided to you when you
checked in this norning. For the lunch break, the cafeteria
Is | ocated out the doors and to the right. Proceed to Wng
3 and turn right again. The cafeteria is halfway down the
hall, a map is in the folder you received, and restroons are
| ocated out the doors and to the left in Wng 6, opposite
direction of the cafeteria.

W will reconvene at 12:30. Thank you.

[ Luncheon recess. ]



AFTERNOON SESSI ON
[12:30 p. m]

MR. ELLISON: My nane is Bob Ellison. | am pleased to act
today as noderator and ti nekeeper.

This afternoon, Rural Devel opnment is holding a public
nmeeting for interested persons to express their views on
devel opi ng regul ations for inplenentation of Section 9006,
Renewabl e Energy Systens and Energy Efficiency |nprovenent
Program created with passage of the 2002 FarmBill.

As published in the Federal Register, this neeting is
scheduled to end today at 3:00 p.m but witten testinony is
al | owed through Decenber 6.

Just a few housekeepi ng announcenents before we start again.
Any time you are walking in the halls, you will need to

di splay the guest ID provided to you when you checked in
this norning. The restroons are |ocated out the doors
behind, and to the left in Wng 6, and please turn off any
pagers or nobile phones during the neeting.

I nformation on rural devel opnent prograns can be found at
www. rur dev. usda. gov. | have been inforned that building
mai ntenance is attenpting to turn up the heat in here a
little bit.

Joining us this afternoon is a new panelist, Don Viviani,
who' s seni or science advisor on economc policy to the EPA
adm nistrator, and wll represent EPA on this panel.

| would Iike to remind that each presenter has been
contacted and nade aware of today's proceedi ngs. Each
presenter will be allowed ten mnutes. | wll act as the
official tinekeeper and you will be given a one mnute
war ni ng and a 30-second warning. G ven the nunber of
presenters, please keep to your allotted tine.

When presenting PowerPoint, please indicate to the conputer
operator when the next slide is required. W wll proceed
in order and | ask that you enter through the doors to ny
ri ght one mnute before your tinme, to mnimze the
transition tinmes between presentations. To help expedite
this process, Dave Coonbs and M ke Kossey wi |l help usher
presenters to the stage and back to their seats.

So please follow their instructions. | think we're ready to
begi n.
VS . Good afternoon. | hope everybody had a nice

| unch and not sleepy. Thank you very nmuch for giving ne the
opportunity to represent the Anerican Society of

Agricultural Engineers. It's also known as the Society for
Engi neering in Agriculture, Food and Biol ogi cal System

It is a 9,000 nmenber educational and technical society
founded in 1907. 1In a few years, we wll be celebrating the



100t h anni versary. The society is an American Nati onal
Standard Institute, accredited standard devel oper and
annual ly, we publish over 200 voluntary codes [?], sets the
standard for engineer in agriculture, food and bi ol ogi cal
syst ens.

For that reason, we cross all over, all engineer, al
renewabl e projects. Indeed, we have our nenber renewable
power generation, biomass energy industrial products, forest
harvest and utilization, bioconversion and bionmass. W're
al so worki ng on biostandards of property of bionmass used for
conbustion. W would like to, in reference to the seven
guestions you posed to us, we would |ike to propose the
following ten pillars.

For a project to be funded, nust have strategic planning or
deci si on support, simulation nodels, and there are several
nodel s on the shelf, off the shelf, but we like to reconmend
specifically-designed nodels to address specific needs.

W also |ike to recommend--the second pillar is the project
shoul d be proactive, neaning it will identify the exact need
or prevent certain catastrophe or disaster |ike energy
shortage, or in this particular area of region, or

geogr aphi cal region.

Al so coul d address to solve or resolve certain issues that
existing today. So it could be innovative as well as
exi sting project that need to be inproved.

W would like to reconmmend that the project would be funded

i f they have used top-down neasures, neaning |ooking at the

total picture, and then trickle it down to small elenent, to
make sure we included every elenent of it.

For any project, any renewabl e resources to succeed in any
region nust have to create right culture. W would like the
adm ni strati on exam ne those cultural, appropriate culture
toreally enbed [?] project init, and to nmake sure they

wi |l succeed. Also the project that are inclusive, or
integrated in nature, to include all the elenents in that
process. |In an econom c way, we say upstream downstream

or backward, forward. But whatever appropriate or this
region, that the project is proposed, or identified.

W woul d believe in projects that bene--total participation,
but everybody in the rural community is able to participate
and benefit out of it. So we would |ike to recommend t hat
this elenent is included.

Wth today's age of information technol ogy, transparency is
a crucial issue for any project to succeed, that everybody
can be able to see where we're going, where we're com ng
from,and what is the benefit for all. | believe the
partnershi p has been questioned, or whether it should be

el ement to consider or not. W do recomrend partnership
very highly. W believe partnership inbues synergism



meani ng one plus one equals five. You get nore out of--and
this in agriculture a well-known fact; anybody who worked in
agriculture, adding two together m ght increase the density
[?] of the--the value or the econom c return.

As far as who partner with what, | think has to be specific
for each region or for each project, because it's valuable
not to be [unintell.].

Eval uation and nonitoring is very, very inmportant in any
project, and the proposed project with strong system or
timetable for evaluation or nonitoring should be considered
very highly, and we would |like to recomend sone grant to

| eadi ng edge research technol ogy.

Because there is a benefit of being nunber one, and United
St at es being known to be nunber one in technol ogy, and
giving a chance for rural to be nunber one in the world in
devel opi ng renewal energy resources is very valuable, and so
we ask the adm nistration or we would Iike to recommend
consi der those projects very highly. Thank you very nuch.

MR. SCHERI NG Good afternoon. |'m Chris Schering [ph] from
Wor | dWat er Corporation in Pennington, New Jersey, and I'd
like firstly to thank the distinguished panel from USDA for
this opportunity to address the issue of 9006.

| want to continue the thene of this norning, which seened
to have been sol ar photovoltaics are here and now, and ready
to do sonething, but 1'd like to take it in a different
direction. Could I have the next slide, please.

Wor | dWater Corporation has got a decade of experience of
devel opi ng energy and water solutions in the devel oping
world, to a certain extent for agricultural applications.
But today, we're taking that experience and applying it to
the agricultural community in the United States. W're

t aki ng sol ar photovoltaics to a whole different scale and
we're applying it to water punping and the powering of
conpressors for the agricultural industry in a scale
previously thought to be totally inpossible.

So Worl dWwater is now providing | arge-scal e sustai nabl e
solutions for the U S. agricultural sector, and Wrl dWter,
with its patented technology, is powering irrigation punps
and conpressors up to a scale of 600 horsepower.
Previously, folks had believed that you could only use

phot ovol taics for 5 horsepower systens, and sonmewhat
smal | er, for drinking use.

If I could have the next slide, please.

As many of you in this room probably al ready know, noving
water, or conpressors for refrigeration take around about 90
percent of the power needs, or represent, rather, 90 percent
of the power needs of the agricultural industry, and at the
nonent, WorldWater is able to satisfy both of those
appl i cations.



We're able to displace either the grid power or diesel power
used for large-scale irrigation systens, and if you | ook, as
we have done recently, at the San Joaquin Valley, which is a
maj or agricultural production area, the air quality there
was recently deened to be the worst in California.

This is largely due to the existence of very, very |arge-
scal e diesel systens for punping irrigation water. W're
able to replace these | arge-scale diesel systens with sol ar
photovoltaics. That's the nessage, and the question is, How
does it work? What we're nmeking use of, primarily in
California, and we're now doing the same sorts of things in
New Jersey, is we're making use of the existing rebate
prograns for solar photovoltaic systens, and the
availability of net metering facilities to essentially nake
maxi mum use of photovoltaics, and when the solar power is
available to drive the punps, either directly, or to drive
themin conbination with grid power, if nore power is
needed, or if the sun is not fully available, and the
operation and the swi tching between systens is conpletely
automatic, and so using this approach, there is no need to
buy grid power for the magjority of the applications.

G ven that the tinme of day netering that exists in many
parts of California, and the need to irrigate during the
m ddl e of the day, or to drive refrigerators the m ddl e of
the day, this is a very major inpact. Next slide, please.

At the nonent, this is a--1 just want to give you one
exanple in a photographic form This is a 50 horsepower
systemrecently installed in California. It's able to drive

the existing AC punps entirely fromsolar, if needed, in the
case when the grid is down, or it nmakes use of grid power to
augnent it, if it wants it, and so this is an exanple, and
we're just now constructing 250 and 500 horsepower systens
to do just this. Next slide, please.

In terns of addressing what type of facility is needed to
accel erate the usage of photovoltaics in this type of
application, what we find is that farners already are able
to make use of existing rebate prograns and investnent tax
credits, and the accel erated depreciation allowances, and
many tines the farnmers can find their own financing through
their existing banking or other financial relationships.

We get involved in offering |oan progranms, but the real
limt that we have right nowis that those |oan prograns
tend to be only avail able over a short period, seven year
maxi mum | oans, and this really is not enough to fully
accelerate and fully reflect the value of these |ong-term
sol ar photovoltaic systens, which we all know in the
photovoltaic industry, and it seens nowadays the broader

I ndustry is know ng that photovoltaics are guaranteed for 20
to 35 years. So we really need to provide a | oan resource
that can reflect that and buy down the cost of purchasing,
or the cost of the loan, should |I say, so that we can in



fact arrive at a purchasing price for the photovoltaic
system which turns out to be less than the cost of the
utility bill that the farnmer was originally experiencing.
Next slide, please.

VWhat we find in sonme instances, when we're | ooking at the
time of day nmetering and the tinmes when they need nmaxi num
power in the agricultural sector, is that the effective
tariff rate can be as high as 20 cents for a kilowatt hour,
and if in fact we could arrange |ong-term finance guarant ees
for these loans, we could in fact arrive at sonething
approaching five-cent electricity from photovoltaics.

If we can do that, obviously, many nore farnmers wll be
opting to take a solar solution. Next slide, please.

Why provide a | oan guarantee and where should we start
first, or where will we suggest you start first?

Vel |, any USDA funds woul d produce the maxi numoutput, if in
fact you use themin | oan guarantees rather than in terns of
direct loans or in ternms of grants. There are |oan
resources already avail able for solar power plants, and

t hese can be made available to viable agricultural

busi nesses in states with favorabl e incentive prograns, and
once these facilities are used up, one m ght considering
establishing incentive prograns for the adoption of
renewabl e in those other states which haven't yet adopted or
provi ded rebate prograns. Next slide, please.

So the nessage | want to | eave you with is that

photovol taics are certainly available to the agricul tural
sector, they're being adopted right now by agricul tural
production areas in California and in New Jersey, and,

I ndeed, they're being used for irrigation punps, |arge-scale
irrigation punps, and | arge-scale hydro coolers, and also in
the wi ne growi ng industry.

So we believe that this is a way where we can have a nmaxi num
I mpact for a mnimumuse of the USDA resources. Thank you.
The next slide, please. And the next. Thank you very nuch.

VR. . Good afternoon. M nane is Conyar Zavay [ph]. |
am director of technology transfer and devel opnent for
Energy Co-Qpportunity. Next slide, please.

We are a cooperative of 300 electric cooperatives. Qur
menbers are el ectric cooperatives, both generation and
transm ssion and distribution. W were forned in 1998 to
ensure that the electric cooperative comunity stays
conpetitive in the converging energy industry. Next,

pl ease. And we're also known as a |eader in the distributed
generation area. Next slide, please.

Just about nine nonths ago, we started an initiative into
bi ogas, and partially because of the interest in our
comunity, we found out that there was a | arge nunber of



rural applications, and as we investigated further, there
were tremendous benefits, both spread all ways--custoners,
utilities, and also borrowed from an energy perspective. |If
you think about a dairy farm a dairy farm can produce--a

t housand cow dairy farm can produce 60,000 cubic feet of

nmet hane a day, and when you | ook at the nunber of dairy
farms across the country, you can begin to actually see the
di nensi ons of the biogas industry for dairy applications.

Also in other projects, as we have begun to see these
projects, we see that each project has the potential to
stinmulate the | ocal econony. It actually has the
opportunity to grow the | ocal econony, and on the side, it
al so provides significant econom c benefit for all parties.

Next slide, please. Qur approach is to stay within our
confine of what we know best, and that is energy. W are an
energy conmpany. So what we do essentially, we devel op,
facilitate and inpl enent biogas-fuel ed conbi ned power
projects, distributed generation projects for the farners,
and for the electric cooperative.

We al so partner with the di gester conpani es who know t heir
busi ness. W hel p them evaluate, we help the farner

eval uate, we help facilitate, and we help in the

i npl ementation of the projects as we go forward. Next
slide, please.

In over nine nonths, we have an inpressive list of projects
that have cone to us. These projects range five states, and
i ncl ude approximately ten to twel ve thousand cows, and those
nunbers are actually growing. Next slide, please.

What we see common in all these projects, project drivers,
essentially, is nunber one, that the custonmer has to be
notivated. It has to be the wish of a farner to be wanting
to be in this business, and that has been the nobst critical
poi nt of success for us. The farm benefits obviously

I ncl ude environnmental. It includes the reduction of costs,
bot h spreadi ng costs and energy costs at the |ocal |evel.

From an econoni cs perspective, there are a nunber of
different line itens that a farmer |looks at. It includes
capital costs but there are a nunber of other issues also

i nvolved that I've itemzed in ny witten subm ssion to you.
But one of the nost inportant drivers of the projects has
al ways been the assistance that's provided, whether at the
state |l evel, whether by the |ocal energy agencies, or the
environnmental, and at the federal level. At the federal

| evel, the farnmers have not really approached because there
has not been that |evel of funding before, but with this
bill, I think there is potentially a very |arge nunber of
projects. Next slide, please.

The type of projects that we encourage you to consider are
t hose that include advanced | ow em ssion power generation
technol ogies. Part of the reason we say this is because we



are trying to be environnentally conscious of the reason why
we are here and we are trying to reduce the environnental

em ssions fromthe farm As a result, what we recommend is
you consi der those technol ogies that actually provide that
to the farner

In this regard, we recommend that you consider integrated
mcroturbine [?] Sterling engines. These technol ogies are
at various stages of developnment. W also offer better
solutions to the conventional refurbished technol ogies,
which is right now the common technol ogy used in this
application. They are nore expensive than the currently-
used technologies. As a result, they require a | arger
anount of grant for applications. Next slide, please.

It can be done. W have done this. W have actually
designed and delivered an integrated m croturbine skid [?]
to a custoner in New York. This particular project is stil
waiting for the biogas generation fromthe digester, and
we're working with the local farnmers to actually make that
happen. But the package actually includes not only the
power generation. It includes all the controls. It

I ncludes all the, Petri cover and everything. So froma
farmer perspective, the only thing that he does essentially,
he buys the equi pnment, the equi pnment gets delivered, just
gets slugged [?] up and it's ready to go. Next slide,

pl ease.

The types of financial assistance that we see nost useful in
nost projects, | want to echo sone of the things |I heard
this norning. Gants are, by far, the nost powerful neans
of encouraging these projects. The success stories that
have existed in the past are the state funds, both in New
York and California, have actually seeded many projects.
There are quite a few projects in the State of New York that
are going forward. They're using the conventional

t echnol ogi es.

Il will talk about one of those projects as well. As to
federal assistance, | think what we recommend is that you
consider funding to a point where projects becone
economcally viable, and that is below a five-year payback
for the farmer. At that point | think the project has a
positive cashflow, it's not an econom c burden for the
owner .

In terns of |oan assistance, it's always hel pful. What we
have seen is in small projects, it's sort of the point that
closes the deal but it's critical to the |larger project. In
projects that are |arger than 500 kilowatts, |oan assistance
Is very, very critical. Next slide, please.

Let nme conclude by an exanple of sone of the projects we are
working on. In New York State, we are working on one dairy
whi ch has a thousand cow farm This particul ar project
actually has the potential to growto two thousand cows,
based on the planning, but it's adjacent to a landfill, and



there is also an industry that's |locating nearby. So there
i's massive potential for biogas generation and it could be a
| andmar k proj ect .

Al so, for the | ocal econony, this particular area has been
depressed, so we are |ooking at this as an economc
devel opnment project for this area.

In Mnnesota, there is a dairy farmthat has actually
secured a substantial amount of grant toward the project.
However, the funding is not there because of the | ow energy
prices, for himto nove to the next step, and he requires
sonme additional financial assistance to actually make this
project go. So he's waiting for that to happen. He's
actually contacting several federal and state authorities to
make that happen.

I n Nebraska, there's another project that we are |ooking at.
That project has a potential for--there's 1800 cows,
currently, potentially growing to 3600. That's also a
fairly substantial project.

As | was wal king out the door yesterday, two projects cane
in fromOhio. Wat I'mtrying to tell you is that there is
substantial nmarket potential for the dairy digesters. The
means by which it--but it requires a fuel and that fuel can
be acconplished through sone formof a grant so that these
fol ks can actually nove towards nore of a viable financial
project. Thank you. And ny contact information. Thank
you.

IVB. . Good afternoon. M nanme is Faith Bugle [?], and
"' m here representing Environnmental Law and Policy Center of
the Mdwest, along with JimLyons [ph]. W are a public

i nterest environnental organization with an interest in
econom ¢ devel opnent opportunities, and we're based in
Chicago, Illinois. W offer the follow ng comments
regardi ng Section 9006.

Initially, 1'd like to thank the USDA for its efforts to

i nvolve input froma broad group of interested parties.
Today, | will be discussing the types of renewabl e energy
systens and energy efficiency inprovenents that we believe
shoul d be given priority during the first round of the
program f undi ng.

Later this afternoon, JimLyons will highlight an approach
for evaluating project applications.

I"d |like to begin by discussing proceeding by a rul e nmaking
or via notice of funding availability. The comments we
provi de today apply to either procedure; however, we would
urge the USDA to proceed via the NOFA [ph] process, to nake
t he Section 9006 funds avail able as soon as possible in
FY03. These would get the incentives to the farners,
ranchers, and rural snall businesses sooner.



It would provide sufficient--we have sufficient details for
a NOFA fromthe comments you're receiving today as well as
fromthe | anguage of Section 9006 itself, and it woul d al so,
could be used as a basis for a later rule making.

l"d like to now turn to our recommendations, specifically
regarding the eligible grant | oan and | oan guar antee uses.
We recommend the followi ng projects as eligible for funding
under Section 9006. First, 1'd |like to enphasize energy
efficiency projects. Qur recomendation is that eligible
parties may apply for grants, |oans, and | oan guarantees for
the cost of on-site energy efficiency projects.

W would like to direct funding specifically towards
farmers, ranchers, and rural small businesses that have
received funds fromstate prograns for energy efficiency and
encour age those parties to apply for matching federal

grants.

The exanple of the types of projects that we would like to
see under this section include energy efficiency upgrades
for Thonpson Mdtors for dairy operations, and water and

I rrigation punping equi pnent.

Energy efficient lighting and notor systens upgrades,
utilizing EnergyStar or other nationally rated energy-
efficient equipnent.

Energy efficiency upgrades to residences |located on a farm
or ranch, and finally, on-site energy efficiency audit. W
make this reconmmendati on based on the statements in Section
9006, and the statenents in the managers' statenents
supporting energy efficiency projects.

Energy efficiency projects are highly cost-effective. They
come on line quickly. They provide a significant financial
advantage for farnmers and ranchers via reduced energy costs,
and they often provide electric distribution grid
reliability benefits.

The econom c benefits of energy efficiency projects are
often not well understood because of the initial cost of
those projects appearing to be steep.

Section 9006 funding could overconme this barrier. The

mat chi ng nechani smrecomended in this section would foster
val uabl e state and federal partnerships and al so | everage
the federal funds avail abl e under this section.

We al so recomend that a significant portion of the funds
avai | abl e under 9006 be directed towards energy efficiency
proj ects because of their cost-effective nature.

I"d like to make a second recommendati on for uses of the
funding to be directed toward distributed generation snall -
scal e renewabl e energy projects.



We'd like to recommend grants, |oans, and | oan guarantees
for wind, solar and biomass gassification projects of up to
$100,000 in total cost. W enphasize this recomendation
because it woul d provide renewabl e energy distribution
generation projects that serve the project owner's own

el ectrical | oad.

We note that under these projects, you're likely to see a
great nunber of applications for small-scale wind [?]
because it is the nost mature technol ogy and enjoys broad
popul ar interest in the farmconmunity, and projects are
under devel opnent or on the market in the 40 kil owatt range,
and the $100, 000 | evel would capture those projects as well.

However, we would also |like to enphasize solar, electric,
and bi omass gassification projects. Even though these are
not as evolved as w nds technol ogy, they should still be
eligible to conpete for grants on equal terns.

Finally, we'd |ike to enphasize solar thermal projects under
this section for producing heat, for hot water and space
heati ng, because those could be very conpetitive in areas

wi th established solar thermal dealers.

G ants would be an integral piece of the project financing
until the scales of production for this type of renewal
energy technology are significantly increased, and | ater

| oans and | oan guarantees woul d hel p | ower cost of
producti on.

We woul d recomrend that USDA prioritize projects in states
with net netering and with parallel buy-down prograns. The
third area that we recommend funding is for grants, |oans
and | oan guarantees for wind projects with a nanepl ate
capacity between 70 kilowatts and 7 to 10 negawatts.

These are projects where owners seek to market the renewabl e
power through the electric distribution grid and provide a
new cash crop for farnmers and ranchers. These prograns can
provi de practical business nodels for projects of this
scale. They tend to be cost-effective renewabl e energy
technol ogi es, but beyond the reach of |ocal financial

devel opers.

Consequently, funding projects in this range would fund the
use of |ocal planning and construction contractors, and
t herefore maxi m ze | ocal econom c devel opnent benefits.

Over the long term USDA may want to consider limting
illegality of utility scale wind projects to |oan
guar ant ees; however, over the short termgrants are

i nportant to provide nodels of successful projects.

Loans and | oan guarantees are inportant because currently
there are high interest rates and burdensone | oan terns
associated wth financing those projects.



The fourth area that we'd li ke to make a reconnEndation in
is for wind resource assessnents for eligible parties to
receive grants for assessnment of wind resources in rural

ar eas.

We meke this recommendation specifically because of the

| anguage included in the farmbill managers' statenent,
which explicitly supports audits. Audits, which indicate
the nost effective inprovenents for energy efficiency,
aren't, in essence, the sane as assessnents which identify
areas for the best w nd resources.

For utility-scale w nd, assessnents are a critical aspect of
the financing request. Since this recommendati on we woul d
like to make is for energy capture from anaerobic digesters,
we woul d recommend that eligible parties can apply for
grants for the purchase of a boiler, electric generator,

el ectric generator with hot water recovery system to use
nmet hane from anaer obi ¢ di gesters, deconposi ng nanure,

wast ewat er and other firmwastes. W would recommend that

t hese grants not exceed $25,000 or 25 percent, whichever is
| ess.

We woul d recomrend a prohibition in this section, however,
on fundi ng the purchase, construction, engineering, and
design work of a wastewater or manure storage |agoon or any
ot her manure capture storage treatnment system or any water
pol lution control system

The reason for this recomendation is that is behind the
primary intent of the energy title, which was enphasizing on
farmrenewabl e energy and energy efficiency capture. Wile
t hese secondary environnmental benefits are inportant, the
primary goal of the title is for energy-related systens and
not towards these other various neritorious farmand ranch
managenent practices which can be funded through other farm
bill prograns.

Specifically, under this recommendati on, we woul d enphasi ze
that funding should be coordinated with the new USDA rul es
and regul ations for the environnmental quality incentive
prograns which provide funding for aninmal waste managenent
facilities.

The final area that we'd Iike to make a recommendation in is
bi omass energy cash crop feedstock support grants. W
reconmend that eligible parties apply for grants to
subsi di ze the production of biomass feedstock that are grown
for the purpose of power generation. W would recomend
grants not exceedi ng $10 per ton and $500, 000 per project
per year. W nake this recommendati on because energy crops
are for the potential to become a significant new market for
farmers across Anmerica, thus, diversifying farmincone.

There are al so sone secondary environnental advantages that
can be captured here, which include water quality
I mprovenent, increased habitat and carbon sequestrati on.



The rest of our recommendati ons can be read in nore detai
in our witten comments, and | thank you for your attention
to this today.

MR SIEGAL: | would like to take this opportunity to thank
Under Secretary Dorr, and your colleagues, and the panel for
affording ne the opportunity to speak here this afternoon.
My nane is Danny Siegal. |'mchairman and chief executive
of ficer of National Produce Productioning.

My subject is a discussion of a summary of the congressional
pur pose for enacting Section 906 of the Farm Security and
Rural I nvestnent Act of the year 2002, and especially
Subsection (a) and Subsection (a)(1) and (a)(2) thereof.

The i nmportance, and purpose and urgent need for Section 906
and Subsection (a), and Subsections (a)(1l) and (a)(2) of the
act, and specifically the new guaranty authority contai ned
therein, is to encourage self-sustai nabl e donestic energy
production in a way that financially benefits farners and
that does not need federal or state grants or subsidies.

The use of the $23 nmillion of subsidies available to the
USDA under Section 906 and referred to in Subsection (b) of
Section 906, has no relevance to new | oan guaranty authority
enacted in Subsection (a), but only to | oan guarantees when
t he | oan guarantees are under other |aw.

There is no need for new | oan guaranty authority to be
enacted in Subsection (a) of Section 906, since there is
plentiful |oan guaranty authority under other |aw, to make
use of all of the funds for subsidies and grants
appropriated by Congress. Accordingly, the new | oan
guaranty authority was enacted to encourage free-enterprise
farm ng that can be self-sustainable and not need federal or
state grants and subsi di es.

Furthernore, the legislative intent of Congress in enacting
Subsection (a) and Subsections (a)(1l) and (a)(2) of Section
906 of the act is to encourage private-sector, conmmercial -
size, self-sustainable solutions to environnental, safe
drinking water and preventive health care problens; for
exanpl e, such as the killing of the pathogens |ike

Crypt ospori di um engendered by dairy manure through

t her mophi i ¢ anaerobi c di gestion; Cryptosporidi um bei ng,
under the United States Public Health Service, probably one
of the nost, if not the nost, serious threat to the safe
drinking water in the United States.

In addition to energy production, that also includes produce
production in the United States. Produce, |ike energy, is
greatly inported to the United States, and in the case of
produce, it's probably one of the serious causes for the
depression in many, many areas of American agriculture. The
| egi sl ative intent of Congress al so includes the

encour agenent of proven technol ogy through federal budget-



neutral credit insurance. The purpose for this |egislation
is to especially encourage sel f-sustainabl e and budget -
neutral farm ng projects that provide solutions to manure
runof f problens and add net incone to aninmal farners in the
process and that create all-year-round, m ddle-class,
agricultural jobs, encouraging young Anericans to earn their
living in farmng, as they always had until recent decades,
and projects to produce energy and produce, both of which
produce, both of which, as | nentioned, are currently being
I mported in huge amobunts to the United States.

Encour agenent regarding the foregoing to the Anerican
banki ng community is essential to overcone the start-up

| abel generally assigned to such farm ng by the Anerican
banki ng community if they are new farmng entities in the
United States, even when there are already, for exanple,
proven conmercial -size farmng entities i ke that in foreign
countries.

This is especially urgent now The start-up |abel is
general ly assigned to such commercial-size farmng entities
even when they provide the foregoing inportant, self-
sust ai nabl e soci etal benefits. The urgency in providing

U S. agriculture with access to such proven technology is
particularly inportant because of the serious depression in
agriculture in the United States, including dairy farm ng,
and the serious environnmental, safe drinking water, energy
and health care problens referred to above.

Accordi ngly, the congressional intent in |egislating
Subsection (a) and Subsections (a)(1l) and (a)(2) of Section
906 of the act is to provide the new guaranty authority to
attract farmng entities that can pay its way. This refers
to farners who can pay to the U S. Governnent the ful
actuarial and adm nistrative costs in the premum as
defined by the Ofice of Managenent and Budget, in
cooperation wth the USDA, for the new guaranty authorized
in the aforesaid Subsection (a) and that have a substanti al
profit margin in their EBITDA, thereby being nore likely to
be sel f-sustainabl e.

Congress woul d not have enacted new guaranty authority in
Subsection 906 of the act unless it had a special purpose
not served by the existing guaranty authority. The existing
guaranty authority, which is available, involves the use of
subsi dies and grants and is, thereby, accordingly, limted
in size and in the critical mass of the farm ng project

whi ch is being subsidized. The new guaranty authority has
as its purpose the introduction and use of conmercial -size
farmng that, for exanple, reflect proven technol ogy and has
critical mass that allows it to be profitable in the United
States and to pay its way; i.e., to pay the full actuari al
cost for issuing and adm nistering the new federal guaranty
and be sel f-sustainable year-after-year w thout subsidies or
grants.



Furthernore, the ideal farm ng candidate for this guaranty
woul d not only, in a self-sustainable way, produce energy,
but al so solve related environnental problens, safe drinking
wat er problens, and kill pathogens, as | nentioned earlier,
because of thernophilic anaerobic digestion. These

pat hogens are caused by manure runoff and are a trenendous
burden to the expansion of dairy farnms in the United States,
and that lack of ability to expand has caused many dairy
farms to go out of business.

And, furthernore, because of collecting the manure daily and
saving the farmers their manure-nmanagenent costs, it
benefits dairy farners where it's very, very inportant to
them-in their net incone, which is very narginal
unfortunately, and the |ack of adequate net incone causes
many snall dairy farnmers, and | arge ones, too, to go out of
busi ness.

Such farmng entity, for exanple, would grow greenhouse
produce and repl ace greenhouse produce that is inportant,
create all-year-round m ddl e-class agricultural jobs, and
many of them scientists that, fromU S. universities, are
trained to be growers in a highly conmputerized, advanced,
21st century greenhouse facility and create these jobs in
depressed agricultural counties and not need or desire or,
i f you excuse the expression, be addicted to federal or
state grants or subsidies.

The new guaranty authority which has been enacted by
Congress to attract self-sustainable farm ng is necessary
because farm ng that does not need grants and subsidies is
essential to return economc health to American agricul ture,
whi ch until recent decades has al ways been the case.
Subsi di zed guar ant ees and ot her subsidi es and grants have
not solved the foregoing problens in agriculture. For
exanpl e, the new guaranty authority is essential to assist
in returning farnmers in the United States to being self-
sust ai nabl e and not in need of subsidies and grants, as they
have been in the recent past. The subsidies and grants
could be conpared, if you will excuse nme, to addictive drugs
that cause illness, yet the recipients keep wanting nore.

The following is in response to the request to respond to
comments on specific issues relating to Section 9006.

Preference should be given to new innovative technol ogi es
that are proven in commercial size.

Second, |oan guarantees with private sector, nonguaranteed
private participation be cited on a case-by-case basis;

I.e., 20 percent, for exanple, of private participation with
full paynment to the federal governnment of the actuarial and
adm ni strative costs of the new | oan guaranty prem umw ||
achi eve high | evels of self-sustainable farm ng sol utions.

Accordi ngly, |oan guarantees authorized as new guaranty
authority in Section 906, Subsection (a), was enacted to



give the free-enterprise approach an opportunity and is the
type of financial assistance nost in need. Subsidized |oan
guar antees, grants and direct | oans have acconplished very

little in achieving a self-sustainabl e environnent.

Qur summary is in our witten statenent.

MR, HOLT: Good afternoon. My nane is John Holt. [|I'm
manager of Generation for the National Rural Electric
Cooperative Association. That's a trade association |ocated
in Washington, D.C., with 900 rural electric cooperative
menbers, serving 47 of the states and serving over 30
mllion rural consuners.

NRECA and its nenber cooperatives believe in, and endorse,
the use of renewabl e energy resources and distributed
generation as valuable assets to neet the grow ng needs of
the U S., while helping to reduce power plant em ssions.

Rural electric cooperatives are seeking to ensure that when
t hese renewabl e devices are added to the rural distribution
i nes, they have done so in a safe and reliable manner,

Wi t hout decreasing systemstability or power quality, and
"1l speak of that in a nonent, nore on that.

NRECA and its nenbers are involved in ongoing or proposed
projects that include wnd. One of our menbers has 80
megawatts of wind power it just signed a contract for.

Anot her nenber up in Mnnesota is | ooking at a 100- negawat t
wind farm |'d like to say that nost of this is purchased
power. Under the current tax regul ati ons where our co-ops
do not get tax credits for wind, they are buying the output,
but it's not economcal to install it thensel ves.

I"d like to nmention solar, but several of the speakers have
al ready spoken about what our co-ops are doing in solar. |
woul d i ke to be doing nore in solar, but at |east we' ve
taken a direct step there.

In biomass, we actually have a project at the nonent that is
| ooki ng at coal firing of corn cobs in a coal-fired power
plant. W' re also purchasing the electricity fromsevera

of the animal waste to electricity on farns, and many of our
co-ops are involved in landfill generation.

On community devel opnent, in South Dakota al one, the
cooperatives there, instead of returning the capital credits
to their nenbers, they actually nade noninterest |oans to

i ndustries to study to cone into the state. They |everaged,
fromtheir $3 million in | oans, they |everaged over $200
mllion in industry, bringing it into the State of South
Dakota. One of these was a $40-nmillion ethanol project.

["lIl nmention, and |'ve heard several of the speakers talk
about, what | call "plug and play.” W have a renewabl e
device, we plug it on the lines, and everybody's happy.
Vell, utilities are not happy if it's not safe. There's a



| ot going on at the noment. The | EEE has just put out a
1547. It's the standard for how to plug in or how to
interconnect distributed generation and renewables into the
grid.

FERC has a rul emaki ng process going on, and if | wasn't
here, 1'd be in New Ol eans at that neeting, in which RUS,
NRECA and our nenbers are working on the rules that FERC
wants to have to connect these renewabl e devices.

"1l show you sonething, and I'mnot going to read it to
everybody, but this is a tool kit that NRECA put out, and it
tells--well, I'"lIl just give you sonme of the sections. It's
t he Busi ness and Conduct Guide for Distributed Generation,
Consuner Quideline for Distributed Generation, Mdel
Agreenments for Distributed Generation. This is available

for free to the public. It's on our web page. You don't
have to ask for this volune. W also have it in a CD, and
you'll get ny name fromthe attendance, and you can contact
me, and 1'l|l get you a copy.

The maj or concern of the rural cooperatives and NRECA, when
we add renewabl es and distributed generation, is the high
capital costs of small units. Larger units are nore cost-
effective. You have high operating costs, again, for small
units. Many of these small units are in R& phase. W' ve
heard about fuel cells, but there are only certain ones that
are conmmercial at the nmonent. Most are still under

devel opnent .

We woul d think here that going fromthe R& phase to
commerci al i zation, grants would be very effective to bring
sone of these al nbst-here technol ogi es on board.

As |1've nentioned, we are really concerned about the

possi ble safety and reliability effects to the connected
grid. | heard a speaker say, you know, up to 10 negawatts.
Well, a 10-nmegawatt unit at the end of a long radio line is
very unsafe, it reverses all the flow It has to be done
correctly. So this, again, is what we're doing with the
FERC and NOPRA, is trying to see that any renewabl e energy
devi ces added to the system are safe.

Wt hout adequate due diligence, individuals have nade
expensi ve investnments in renewabl e resources that have
proved uneconom c because the costs of the technol ogy
outwei gh the value of its project. Now, NRECA feels that
the Departnent of Agriculture can best inplenent Section
9006 of the farmbill by the follow ng action:

We woul d suggest using the maxi mum fundi ng for the grant
programto hel p buy down the high initial costs of snal
renewabl e resources and energy efficiency inprovenents. W
woul d al so suggest allowing the rural utility services,

t hrough the rural electric cooperatives, to assist in the
adm ni stration of the program under USDA gui delines and
recommendations. After all, by definition of the Small



Busi ness Administration, rural electric cooperatives are
smal | businesses, all but a few of the larger generation and
transm ssi on.

Rural electric cooperatives have the necessary staff and
expertise to deal with farnmers, ranchers and ot her snal
busi nesses, and they do so on a daily basis.

Rural electric cooperatives have the know edge and
under st andi ng of the technical and engi neering problens
regarding distribution lines that are going to have these
renewabl e devices attached. The benefits of a nuch broader
program such as going through the cooperatives, could
assist the entire community, not just a few of the farners
who are lucky enough to get the device added to their farm
We think if you go through the co-op, the entire community
benefits, and it | everages the USDA dollars nore val ue.

| thank you for the ability to speak to you today.

M5. KENDALL: Good afternoon. |I'm Sarah Kendall. [|'mthe
Washi ngton office director of the Western Organi zation of
Resource Council or WORC. WORC is a network of grassroots
organi zati ons from seven Western states. W have 7,000
menbers and 46 | ocal chapters.

Qur roots go back to the early 1970s, when the Rocky
Mount ai ns and Great Plains were targeted for fossil fuel
production, and we continue to bring people together to

I nfl uence energy policy decisions that affect their
comunities, their health, and their quality of life. Many
of our menbers are fam |y-size farners and ranchers.

Thank you for the opportunity to comrent. | have eight
recommendations we'd |ike to make briefly, and we'll have
nore detail in our witten statenent.

First, we encourage USDA to nove ahead in an inclusive, yet
expedi ent, manner. The sooner you can nmake fundi ng
decisions, the nore tine and funds other governnents and
private entities are likely to be able to provide for

mat chi ng funds and ot her support.

Secondly, in keeping with the spirit and intent of the

| egi sl ati on, we suggest that funds be evenly distributed
bet ween renewabl e energy and energy efficiency projects.
Both deliver real benefits to farners, ranchers, and rural
smal | businesses, and it's inperative that both receive
financi al support.

Third, we'd like to see that funds be allocated to projects
across the country and not unduly wei ghted toward a
particul ar region.

Fourth, we recommend that funds be bal anced between projects
with a proven track record and prom si ng new endeavors, but
that the focus be on those that can be replicated el sewhere.



Fifth, we suggest that a significant portion of the
avai | abl e funds be dedicated to snmall-scale, decentralized,
on-farm projects; energy production systens that are
physically close to the | oad; and producer- and consuner-
owned cooperati ves.

Si xth, we recomend that USDA earmark grants and | oan
guarantees for small- and m d-size projects, such as w nd-
power projects less than 75 kilowatts in capacity. Projects
of this magnitude often have | ess access to credit and
financial resources than do | arger projects.

Sevent h, we suggest that the application process be sinple,
uniformand fair and that red tape and excess bureaucracy be
limted as nuch as possi bl e.

And, finally, we'd |ike to take this opportunity to cal
your attention to Section 9005 which, as you know, creates
an energy audit and assessnent program for farners,
ranchers, and rural small businesses. This is an inportant
program that conplenents and adds value to the financing

I ncentives in Section 9006. Unfortunately, no funding was
al l ocated for 9005 in fiscal year 2003. W urge USDA to
include at least $10 million for Section 9005 in its fiscal
year 2004 fundi ng request.

Thank you, again, and as | said, we'll include nore detai

in our witten comments.

MR. LYONS: Good afternoon. | apologize for running in |ike
this. | was actually over neeting with Under Secretary Rey.

My nane is JimLyons, and |I'mactually a professor now at
the Yal e School Forestry and Environnmental Studies, but I'm
here on behalf of the Environmental Law & Policy Center in
Chi cago.

| offer ny comments, actually, as an addendumto coments
that were offered earlier by Faith regardi ng the questions
that were posed for this session.

| want to state, at the outset, that given the unique
opportunity provided by this section of the farmbill and
the resources now provided for investnents in renewable
energy systens, we think it's critically inportant that
early on in the process we denonstrate the value and the

I mportance of these investnents; that is, that the
Departnment seek opportunities to invest in projects that

wi || be successful and denonstrate the utility of

i nvestments and renewabl e energy systens. Early success, we
think, is critical in that regard.

To do so, we think projects have to have a high probability
for success, that they need to capitalize on proven
technology, and | think earlier today a coment was nade of
the fact that this section of the bill was not intended to
pronote new research and devel opnent.



And, third, that where worki ng know edge and partnershi ps
with a proven track record increase the |ikelihood that
initial investnments could pay off, that the Departnent
shoul d capitalize on those opportunities.

W' ve actually evaluated the |egislation and woul d propose a
way of evaluating individual projects by the creation of, if
you will, some evaluation criteria, and what 1'd like to do
IS sunmari ze at | east one approach to | ooking at energy
projects and how the Departnent m ght use this tool to set
priorities.

Shoul d USDA decide to develop criteria for use in allocating
the funds, what we suggest is you set up a point system O
course, this is done often with conpetitive grant prograns.
We woul d suggest, for the sake of argument, set up an

eval uation systemthat has 25 total points which could be
awar ded to each proposal. Then, we'd suggest that you use
the follow ng evaluation criteria:

First of all, an inportant element is obviously the
feasibility of a given project, and here we'd suggest that a
maxi mum of six points could be awarded to each project. The
applicant scores under this criteria could be weighted in
favor of projects that are nore economcally viable, such as
those with a shorter length of tinme until the energy savings
or energy output generated by the project equals the cost of
the project.

Scoring could also reflect positively the extent to which
the project is likely to be feasible in other respects, such
as whet her sufficient planning has been done and whet her
those selected to provide the equi pnent and to performthe
necessary constructi on and mai nt enance have sufficient
qualifications. Cbviously, those are the kinds of projects
that are going to generate inmediate return and have the

hi gher probability of success.

Renewabl e energy projects, this could include a statenent
regarding the state or service area in which the project is
| ocated has a clear policy or proven track record that
facilitates interconnection to the grid, and we think that
is inmportant for certain projects, in terns of their
viability.

Hi gher scores should al so be given to projects using
established technol ogi es; again, referring to the fact that
this is really not intended to be a research program W
suggest six points for this particular criterion because the
criterion reflects a nunber of considerations that are
included in the statutory | anguage in the authorizing bill.

The second criterion would be the size of the grant or the
| oan requested. Here, we'd suggest a maxi num of five
points, and on a sliding scale, we suggest that maxi num
poi nts be awarded for grant requests up to $25,000, 5
points; 3 points for a grant request between $25, 000 and



$50, 000; 1 point for a grant request between $50, 000 and
$100, 000; and no points for projects over $100,000. W'd
al so suggest, given the opportunity to extend the resources
provi ded, that 5 points be awarded for |oan and | oan

guar ant ee requests as opposed to grant requests.

The third criterion would be other funding sources. Points
shoul d be awarded to projects when state funding is

avail abl e that could supplenent federal funding. Up to 4
poi nts shoul d be awarded dependi ng upon the percentage of
projects that could be provided by the state. Four points
shoul d al so be awarded to projects where there is no other
federal funding available to support the project outside of
9006.

A fourth criterion would be efficiency, and here we'd
suggest, again, that 4 points be awarded. An applicant
shoul d receive a higher score for greater output of energy
or greater energy savings per dollar of public spending.

W nd assessnents and energy efficiency arts should be scored
on an estimte of how nuch energy woul d be generated or
saved should the ultimte project go forward.

The quantity of energy generated or saved by the project is
one of the criterion, of course, that's included in the
statute. We interpret this as quantity per taxpayer dollar
because we think efficiency is a better measure than sinply
total output.

Afifth criterion, again, cited in the statute, is other
environnmental benefits, and there we'd suggest a nmaxi mum of
3 points, and to sinply state that an applicant's score
under this criterion should be weighted in favor of projects
to provide additional environnental benefit beyond what

m ght be required under current state or federal |aw  For
exanpl e, many | aws require anaerobic digesters. Instead of
awar di ng points for neeting or conplying with existing | aw,
I f there were additional environnental benefit associ ated
with a project, then we'd suggest additional points be

awar ded.

Lastly, another criterion included in the statute is
replicability, and there we'd suggest up to 3 points be
awarded. And here the criterion should be wei ghted
according to the extent to which the renewabl e energy system
or energy efficiency inprovenment is replicable, and
obviously that's going to have inportant value in terns of
the ability to extend this technol ogy after hopefully, wth
the investnents that are nmade initially, we've denonstrated
its utility.

So there we've tried to summarize--basically I've tried to
summari ze briefly one approach to evaluating all potenti al
projects that are submtted under this authority, and a way
to reflect in evaluating the nerits of these projects sone
of the criteria that were included in the statute. W offer
that for your consideration.



Lastly, | wanted to suggest that if it would be of value to
t he Departnent, the Environnmental Law and Policy Center is
actually ready to offer its assistance in convening a one-
day wor kshop sonmewhere in the Mdwest to actually bring
toget her practitioners on the ground who are involved in

i npl ementing renewabl e energy systens as a way to further
illustrate what's been successful, to find out what's not
been successful, and as well to identify those opportunities
for immedi ate i nvestnment where there's going to be high

l'i keli hood for payoff. |1've suggested this to a nunber of
people, and | think we have the capability to put sonething
toget her that m ght be very hel pful to the Departnent and
also help illustrate sone other opportunities for investnent
that may not be apparent when |ooking at this at this level.

| appreciate the opportunity to corment today, and | would
only say this: | wish when we were in office we had the
resources you now have to work with. 1It's a trenendous
opportunity. | applaud the adm nistration and the President
for his wisdomand foresight in pronoting this el enent
within the farmbill, and we | ook forward to the use of
these resources to further pronote the use of renewable
energy systens.

Thank you agai n.

IVB. . Under Secretary Dorr and distingui shed
menbers of the panel, thank you for the opportunity to neet
here with you today. |I'm Mary Holt C ause(ph) with |Iowa

State University Extension and the Agricul tural Marketing
Resource Center. The Agricultural Marketing Resource Center
Is a USDA project which was recently funded, which strives
to hel p producers devel op and nmaintain profitable val ue-
added ag businesses. At lowa State, we work with producers
to determine ways to help inprove profitability. For many
years, our content providers have been very close to
producer groups as advisors and counselors, and we believe
maybe this will qualify us to provide sone testinony today.

Agriculture faces many chall enges. On the regulatory side,
t he necessities and environnental controls are accel erating
costs and technical difficulties into the supply chains and
processing sectors. On the revenue side of the equation,
conpani es face a consi stent gl obal squeeze on the val ue of
goods that they produce. The |ow value of feedstocks and
products handled in the ag sector in and of itself limts
profit potential. W propose that priority be given to
firms to fund projects that use waste and byproduct streans.
Furt her enphasis should be given to those that innovate at
supply chain levels. W believe if the supply chains

t hensel ves are optim zed with new endpoints in mnd, we wll
get internal energy savings as well as new market revenues
fromfurther processing of these byproduct streans.

When we exam ne ag and food production, we find waste or
byproduct streans being generated at various points.



Li vest ock, obviously, as we have heard today, has manure to
deal with. Food processing has fat, fiber, protein, and
starch byproducts, and sonetinmes wash water with BOD

| oadi ngs. And as we heard earlier this norning, the |unber
I ndustry has significant waste which they nust deal wth.
In all these cases, the regulatory costs of dealing
correctly with these streans have substantially eroded any
net value fromthese byproducts as currently utilized. The
obvi ous need then is to inprove the net val ue of these

bypr oduct s.

This value equation is related to energy, either in
conserving it or through nore precise nanagenent or
capturing it and further processing streans.

These products that we deal with are often called co-
products. It is our viewthat a co-product is a termonly
used if there's an actual net value produced in streans for
a conpany if the materials are given away, which is
frequently done in agriculture, or at cost in the conpany
for themto dispose of, then they should be characterized as
waste or byproduct streans. These byproduct streans could
be the focus of the program devel oped out of this farm bil
section.

As currently utilized and marketed, these co-products can
represent a future threat to a conpany's profitability. In
fact, many of those conpani es which nmay be affected by these
are those that have been funded by USDA worl| d devel opnent
busi ness progranms or through the val ue-added devel opnent
grants. We would recommend that this program fund conpani es
t hat cause these byproducts to becone an opportunity.

Waiting for technol ogical solutions to these industries can
be detrinental to true innovation. Wat is frequently
needed are organi zational solutions. Linking sectors of the
supply chains in ways that contenplate the opti num val ues
created for the byproduct streamis a solution. 1In nost
situations, technology currently exists sufficient to begin
t hese high-linkage projects. The understanding of process
control and econom c optim zation also exist, but what
currently does not frequently exist is the notivation to
coordi nate these efforts at a supply chain |evel

That notivation in the early stages woul d be enhanced by
grants or forgivable |oans as incentives to cooperate. That
nmoney wi |l | alnost surely be | everaged by innovative areas
energing in tw ways:

First, the new efforts to coordinate supply chains would
generate innovation in the organi zation, governance,
contract, planning, market, and pricing dynam cs.

Second, if technology solutions are needed, these would be
gui ded by denmand generated within the |inkage projects.



Let nme provide an exanple of a threat that is currently

happening in agriculture. |In |ivestock, manure nmanagenent
can cause a consistent constraint to growh of
profitability, and those costs are about to accelerate. In

meat processing, the value of fat and ot her rendered
byproducts has been on a 20-year decline and maybe reduced
to negative values if regulation simlar to the EU were to
be enacted. In small-scale ethanol production, the
byproduct streans are al nost whol esal e through the cattle
feeding industry as a feedstock. This solution keeps the
value of the material tied to | owvalue commodity

f eedst ocks, which nmakes transportation or |ocation costs a
constraint to those processors' future profitability.

The follow ng are exanpl es of sone opportunities that we see
whi ch woul d provide opportunities for farmers to take these
byproduct and co-product streans into a profitable
situation. For exanple, one of those is in ethanol. |If
corn is pre-processed by pulling out the germ the oil and

t he phosphorous are channel ed off before (?) t he process,
and these materials don't end up as nmanure in the co-
products. This supply chain is further enhanced if
producers were to raise | ow phosphate corn. This channeling
I ncreases the value of each conponent and reduces energy
necessary to spread hi gh-phosphorous manure once the
byproducts are fed to |ivestock.

Poultry waste is another area. Recently, an |Iowa
cooperative was given a val ue-added devel opnent grant to

| ook at ways which they could utilize the turkey litter.

The first thing that they'll be | ooking at would be the

| ogi stic nodel to discover transportation and infrastructure
needed, thus mtigating as far as possible energy costs
related to noving the material.

Second, this val ue-added devel opnent grant woul d be further
processing or looking into the material into forns that are
nore valued in the marketplace. They' Il be exploring the
use of granular fertilizer for awn care, substrate for
mushr oom production, or perhaps nerely fractionating it into
val ue conponents. This processing may be characterized as
i ncreasing the value density. This mtigates energy costs
associated wth noving it to its next destination.
[inaudi bl e] this project then may be | ooki ng at energy uses
such as gasification, methane digesters, and others. By
produci ng energy at the source of both the production and
need, the system avoi ds both transportation and

i nfrastructure costs.

In each of those exanples which I just gave you, what we
encourage you to do is to look at holistic supply chains and
the net energy aspect of them |Instead of isolating
solutions here and there that may have m nor inpacts, we
encourage you to |l ook at broad outcones with several
opportunities for energy inprovenent. Mny of these new

sol uti on compani es or organi zations can utilize existing
technol ogies. Al so, we encourage themto be nade aware of a



program such as the Departnent of Energy's Industry of the
Future Program and a fornmer DOCE program called the National
I ncentive and Conpetitiveness in Energy, Environnent, and
Econom cs, also known as the NI CE-cubed project.

Since 2000, lowa State University has |ed a DOE program for
agriculture called Industries of the Future. This program
has devel oped a road map to identify priorities and targets
for biorenewabl e energy products and fund innovative supply
chain projects. To qualify for this program and we fee
one of the reasons it's been very successful, grant
applicants nust link at |least three of the four ag

i ndustries. These sectors are plant science, production,
processing, and end use. This ensures that the activities
are not isolated frommarket realities. W suggest the

I ndustries of the Future Program be reviewed as a guide for
grant requirenent and | ook for ways to |everage it into DCE
efforts and to the ag area.

Measurenent of results we' ve heard froma nunber of speakers
today will be crucial. The N CE-cubed program at DOE
provided a standard nethod for cal cul ati ng and nmeasuri ng
outcones. We recommend that USDA generate cal cul ati on and
measur enent standards appropriate to the intent of the farm
bill | anguage and nake these available in [inaudible] as a
reference and planning tool. This would al so enphasi ze the
need to carefully plan and account for energy results. You
m ght want to refer to the NICE guide as you begin to
devel op your own [i naudi bl e].

It is envisioned that sone of the work of this USDA program
can be extended to America's agricultural industries
provi di ng energy-efficient, holistic systemthat can help
provide profit back to America's farnmers. W applaud the
USDA for providing | eadership to this program and seeking

I nput fromconstituents to listen to our comments.

| thank you for your tine.

VR. . Good afternoon. First off, | want to thank
you for turning the tenperature down in the roomthis
nmorning. It nmade us M nnesotans feel at hone.

[ Laughter.]

VR. : My nane is Mchael Sparbee (ph). | ama
pr oj ect develoannt director for the Agricultural
Utilization Research Institute. AURI is a 501(c)(3)
nonprofit corporation created to inprove the econony of
rural M nnesota through the devel opnent of new uses, new
markets for agricultural commodities. Qur mssionis to
provi de assistance to producers, comodity groups,
agricultural processors in an effort to devel op new val ue-
added uses for M nnesota farm products.

Since our inception, our sole focus has been to devel op
val ue- added products that provide a direct producer inpact.



Creating innovative new uses and expandi ng markets for raw
commodities is inmportant for a strong rural econony. One
key focus area includes renewabl e ag-based energy. Qur
efforts have included nore than a decade of work in

bi odi esel , extensive research into biomass fuels from crops
and crop residue, and research into alternative energy
sources such as anaerobi c digesters.

AURI provides scientific technical assistance, applied
research, engineering services to producers, producer
groups, and agricultural processors. W offer |aboratory
facilities for product devel opnent, testing, and scal e-up.
These | aboratories are equi pped to enhance food products,
cereal grains, neat and animal products, fats and oils, as
wel | as co-products fromfood processing waste, crop

resi dues and nore.

Wth a staff of over 30 people, AURI offers appropriate
expertise to conplenent our unique facilities. AUR has
been a | eader in the producer-driven--or, excuse ne,

M nnesota has been a | eader in producer-driven ventures,

i ncl udi ng cooperatives involving ethanol, sugar beets, hogs,
aqui cul ture, soybean processing. AURI has provided

assi stance to create new uses for these and nearly 40 ot her
commodities that are grown in our state.

AURI ' s experience in working with val ue-added products

i ncludes fuels, industrial products, consuner goods,

personal care products, and food products. As an

organi zati on, AURI has | ogged hundreds of thousands of hours
of assistance to nore than a thousand different projects.

It is with that experience in mnd that | would Iike to
offer the following conmments relating to the expansi on of
rural renewabl e energy systens.

Nunber one, it is our belief that projects that should
recei ve funding include technol ogi es such as net hane

di gesters, cogenerators utilizing biofuels |ike biodiesel.
These are proven technol ogi es powered by renewabl e
resources. While the technol ogies are proven, in many cases
sone financial incentives may be necessary to nmake them
economi cal | y sust ai nabl e.

Projects relating to renewabl e fuels, including biodiesel,
di gesters, biofuels, should receive priority in funding.
These renewabl e ag- based energy sources have real potenti al
as | ong-term energy sol utions.

It is also our belief that both proven and innovative

t echnol ogi es shoul d be supported by Section 9006 with a
greater enphasis placed on innovative technol ogies. Wile
proven technol ogi es have been shown to be technically sound,
there is no guarantee that they are economcally viable. 1In
sone cases, assistance is needed to help themto be
sust ai nabl e.



Nunber two, as an organization that works with
entrepreneurs, start-up conpani es, and farmer-owned
cooperatives, we see on a daily basis the inportance of a
heal thy cash flow. For this reason, we reconmmend t hat
financial assistance be provided in grant form This allows
funds to be utilized nore directly by businesses whil e not
creating challenges with their cash flow.

Nunber three, there are many factors to be considered when
determining fund recipients. It is our belief that
preference should be given to innovative projects wth the
greatest potential to provide energy fromrenewabl e
resources. As an exanple, biodiesel is a renewabl e ag-based
fuel with a bright future. Not only does it offer a cl eaner
alternative to petroleumdiesel, its developnent is wdely
accepted as a fuel. W have--we'll give it--as being
accepted as a fuel wll give a significant inpact on the
rural econony. Methane digesters, biomass burning, and

ot her innovative ideas serve as exanples of potential energy
sources that can help expand rural renewabl e energy systens.

Nunber four, support for renewabl e energy systens is
available on a limted basis through sources such as the
U S. Departnent of Energy and the Small Business

Adm ni stration. Prograns also exist on the state |evel

t hrough respective Departnments of Agriculture and
Departments of Commerce. Many regional and |ocal entities
have nmechani sns in place to support renewabl e energy
systens. These sources include foundation and rural
econon ¢ devel opnent conm ssions. Wile these sources are
important, it is key that USDA | ead the way in providing
support for the rural renewable energy systens.

| appreciate the opportunity to offer these coments to you

today. As a project devel opnent director, | see firsthand
the extrene interest fromrural conmmunities for renewable
energy. | amencouraged by your commtnent to the renewabl e

energy systens, and I w sh you success in establishing the
criteria for providing funding to support these systens.

Thank you.

MR CHASE: | want to thank the USDA for holding this
meeting and also their indulgence in this |ong neeting,
particularly for folks |ike nyself who procrastinated on
sending their RSVP in. So here | am You're on the [|ast
page of the speakers, so you'll get there.

My nanme is John Chase (ph). I'mwth the Arerican Wnd
Energy Association. W appreciate the opportunity to
provi de coments on the renewabl e energy and ener gy
efficiency inprovenents section, Section 9006, of the farm
bill. AWEA is the national trade association for the w nd
I ndustry. W' ve been around since 1974. W serve as the
primary advocate for the industry before Congress, the

adm ni stration, and the federal agencies.



Wnd energy is one of the fastest-grow ng energy
technologies in the world. Here in the U S., wnd energy
has recently seen enornmous growth in states such as Texas,
M nnesota, and lowa, and others. The bul k of new w nd
development is in rural America, and on top of the clean
honme-grown el ectricity produced fromw nd, the nost

i nportant benefit is the significant rural economc

devel opnment that farners and ranchers gain fromw nd energy
devel opment. \Wether through | ease paynments fromutility-
scal e wi nd devel opnment to netering prograns that all ow
custoners to roll back their neters, wind energy is and wl|l
continue to play an inportant role in our nation's energy
m X.

Thi s monunental clean energy title of the farmbil
represents another opportunity to pronote and encourage the
use of renewabl e energy resources. W'd like to see these
funds, these inportant funds, distributed and di sbursed as
soon as possible so these inportant projects can get up and
runni ng.

In general, we'd |ike to associate sone of our coments to
ot her groups that have spoken here today because there have
been sone excell ent comments that have al ready been nade,
primarily with those of the Environnmental Law and Policy
Center as they relate to wind energy technol ogi es.

While large utility-scale wi nd devel opnent receives nost of
t he headlines, we would ask that a major enphasis of the
program go to support small-scale wi nd energy devel opnent.
Smal |l wind systens, or those rated 75 kil owatts and bel ow,
are used for both water punping and electrification, have a
rich history with farmers, and today's high-tech versions
have a bright future.

We support full grants for small wi nd projects as well as
addi tional |oan and | oan guarantees as provi ded under the
section. These prograns can help drive down the
manuf acturing costs of small w nd systens and nake them a
nore econom cal choice for farnmers and ranchers.

We al so strongly encourage that grants or |oans not be
reduced by additional project support fromother federal,
state, local, private sector, or public sector prograns. W
believe the process for acquiring a | oan or grant should be
sinple, fast, and consuner-friendly. One exanple we
encourage you to |look at would be the energing technol ogi es
rebate programin California.

Utility-scale wind energy is undergoing a boomin the U S
In 2001 al one, over 1,600 negawatts of new wi nd energy
capacity was brought online across the country. Uility-
scale projects can be difficult for individual farnmers or
ranchers to put together due to the necessary capital and
tax appetite needed. W understand the concerns of sone
groups that, due to the limted funds avail abl e under
Section 9006, sone limtations nmay be placed on | arge-scale



Wi nd projects. At the sane tinme, we strongly encourage
grants and | oan guarantees for some projects. Utility-scale
wi nd projects are very capital-intensive, and high | oan
costs are a significant barrier to small-scal e devel opers.
I"mgoing to close there to get things noving, and we'll
submt some witten coments. But | appreciate the
opportunity. Please use us as a resource, and we | ook
forward to working with you.

MR. : Hello. M nane is David Cal-(?) from
Luverne, M nnesota, and |I'm pl eased to be here, Under
Secretary Dorr and distinguished panel. | ama farner.
live in extrene southwest M nnesota. | don't knowif

anybody knows it or not, but with all of the ethanol plants
growing up in our area and all the wnd farns, Luverne,

M nnesota, is the center of the renewabl e energy of the
worl d, believe it or not, because we do have a huge anount
of ethanol, a huge anpbunt of wind farnms, and we've been very
privileged to be a part of that.

Qur co-op started in 1995 as an idea anong 200 farners.

"1l give a brief overview of where we've been and where
we're going. And in 1997, we were out doing our fundraising
and our equity drive, and we wanted to do a 12-mllion-
gall on ethanol plant. Thanks to the help of David Gaffney
(ph), USDA, B& | oan guarantees, about every program
avai l able, we were able to conpletely build and finance a
12-m | lion-gallon ethanol plant that is now running at 20
mllion gallons a year. W have 400 delivery agreenents
buyer nenbers. W returned back to our farnmers in the first
three years of operation nearly $1 per bushel over the

mar ket price they would have received otherwise. It's been
an extrenely successful program

Qut of that grew the need to do nore things, but we have
found that working together with 200 farnmers that we need to
be | ooking at other things. Trying to raise hogs, corn, and
beans in this conpetitive nmarket has not necessarily nmade a
living that we want to have and a place for our children.

So we've started working together, and we found out if the
200 farners quit conpeting against each other to rent |and,
buy land, but invest in projects that--we found out that
with a different way of investing we were able to sustain
our way of life in rural Anmerica somewhat better.

W went on to work with projects in Craig, Mssouri, Monroe,
W sconsin, Plainview, Nebraska, even spoke at the
devel opment neeting down in [inaudible] corn processors. So
we' ve been hel ping farnmers all across the nation.

My heart is with the farmers. W have one success story

[i naudi bl e] that's been very successful. | find nyself
talking to farnmers in Nevada, |daho, Washington State,

Texas, M ssissippi, Mssouri, and that's probably all wthin
the last three nonths. They're | ooking--they're |ooking for
hope out there. And this is one of the greatest things we



have. W can transform our surplus commodities, whether
they be corn, potatoes, or other waste, into renewabl e
energy systens. And this is one of the things that | think
this programneeds to utilize. But we do need to nmake sure
that there's a way that the farner producers can utilize
this programto their advantage.

One of the other things that we have done--and we're bl essed
i n southwest M nnesota to have a |lot of wind. Sixty-six
menbers out of our co-op invested $3.4 million in the | ast
three nonths to build four wind towers for 3.8 negawatts of
electricity. It's a wonderful thing that they're doing, but
we find it really difficult to utilize federal production
tax credits and stuff |ike that because farners don't
necessarily have passive incone and have a hard tine
utilizing these credits.

One of the other obstacles we ran into with the wi nd energy
was if we were to accept a grant, we would be ineligible for
the federal production tax credit to utilize it. This is a
quirk that | think needs to be addressed. CQur attorney is
very solid on this, that no matter if the grant is small or
| arge, it makes you ineligible for the credit. O her
attorneys have said that the credit will be discounted equal
to the anount of the grant. But | think this is sonething

t hat needs to be addressed.

Al so, on the ethanol industry, we are cooperative in our

et hanol plant, and there is a small ethanol producer tax
credit worth up to $1.5 million per year for plants under 30
mllion gallons. As farnmers and as organi zers of the
cooperative, we are ineligible to use that credit. If we
accept the credit, it would cost us nore noney to the add-
back provisions in the tax code. So a programthat was
designed for us costs us noney, so we have to formally
decline it every year. This is another area that as farners
we're very sensitive to.

One of the things that has happened in M nnesota, and there
are--you' ve heard a lot of farmer co-ops. W don't have a
nmonopoly on insight and wisdomin our area. W just happen
to have a forward-thinking legislature in Mnnesota that
hel ps stinulate a | ot of these projects over the years. And
what we've |learned we also are trying to pass on to other

pl ant s.

But one of the things we have |l earned is that when you put
these projects together, a lot of themtend to get
undercapitalized. You know, if there's one thing if | was
going to wish with this program it's a way that you could

| everage these funds to get the farnmers to put nore noney
into these projects, to get themcapitalized at a | evel
where they woul d be basically fool proof or fail proof because
sone of these projects are capitalized at 20, 30 percent
equity, and they really should have 50 percent equity.



One of the other things we've |earned is that putting

t oget her these projects--and |I've hel ped to advise on a | ot
of projects. Wien a farner invests $10,000 in a project and
gets a real good return on investnent, it's not enough to

save the family farm He'll invest $300,000 in a hog unit.
He' Il invest $200,000 in a conbine. He'll invest $30,000 in
a pickup. He'll spend $3,000 an acre for land. W need to
do sonething to kind of change the way he invests. |If he

can put larger dollar amounts into these projects, working
with his friends and neighbors, that will return dollars
back to the farmin order to help sustain his way of |iving
and have famlies live there. So that would be one of the
things 1'd like to see, is |leveraging these funds.

The other thing that | see out there is--and | don't nmean to
take this negative, but we have a | ot of people that are
suffering fromtower envy or ethanol envy. They want a
project in their backyard, and they deserve a project in
their backyard. But it's not necessarily the nost feasible
pl ace for the project sinply because they m ght not have the
feedstock to supply it or they m ght not have the wind to
run the towers.

If I was to put together a wish Iist of sonething here, |
would i ke to see a way that farmers could form cooperatives
or unite in different parts of the country and basically
networ k together --.

[Break in recording.]

-- other than that, as far as the grants, of course, |ooking
at the list of stuff here, |I think the projects that should
be eligible for funding, they need to be feasible. But at
the end of the day, they still need to provide affordable
energy. We live in a Wal-Mart society where everything is
affordable, and if we're going to put up wind towers or

et hanol plants, we need to have affordable product com ng
out of the end of that pipe. So if we're going to go
through all the notions of doing this, we need to be on the-
-we need to be able to sell that at a price--not necessarily
at a premum but be affordable. And we can do it. The
technol ogy is there.

There are certain types of funding that should receive
priority. | think, yes--and | don't think it needs to be so
much the project as it is the nunber of people who benefit
fromthe project. |In other words, if you have a $50 million
et hanol project but you have 5,000 people who network
together to build that project, | think that should receive
priority over, say, sonme other one. There should be sone

di vision factor or sonething as to the nunber of people that

are benefiting fromthis farmbill project, it would be--you
know, putting the dollars where there would be the biggest
bang for the buck type of thing. | can safely say that what

we' ve | earned from Cornerstone and what we've | earned from
hel pi ng ot her people and what we've | earned fromeven the
State of M nnesota providing incentives to help us build



these things, it has really changed the way we farm and the
way we do things. It's changed us so nuch for the better

And I'll close with one other thing. Wen it cones down to
rural devel opnent--and | learned this from David Gaffney.
Wen we were filling out all those applications, he kept

tal ki ng about jobs and job creation. Qur plant in Luverne
has group insurance as one of the--we have extrenely high
rates, and it isn't because the people are old and dying.
It's because the majority of our nenbers are having babies
or are unenployed. So it's doing exactly what it's supposed
to do. W have a very young workforce in a rural comunity,
and they're raising their famlies there, going to church
there, going to school there, and having their children

t here.

So we feel very blessed with what we' ve done and where we've
cone, and hope we can help influence the future. Thank you
very nuch.

V. . Good afternoon, Under Secretary Dorr,

di stingui shed panelists, and coll eagues in the audi ence.
|"ve actually brought a PV (?) solar panel with ne to
denonstrate PV s scal able, proven, portable, and replicable
[inaudi ble]. You can see right here it's pretty small. And
PV can hel p USDA hel p farners.

Thank you for the opportunity to present conments to you
about Section 9006 of the farmbill. M nane is Mary
Shaffner (ph). | represent Evergreen Solar. W're a U S
manuf acturer of [inaudible] solar energy cells and nodul es
usi ng our patented string ribbon, multi-crystalline
technol ogy. This proven technology allows us to use |ess
silicon and will allow us to achieve greater econom es of
scale in manufacturing. Qur 150 enpl oyees proudly

manuf acture Anerican solar in Mrl borough, Massachusetts.

We | aud your efforts in providing assistance to the rural
comunities in Arerica. Section 9006 wll certainly build
upon your trenendous efforts already in place. It wll

i ncrease farners' and rural businesses' econonic
conpetitiveness through efficiency and renewabl e energy
applications. It will make environnmental |y benign

technol ogies that are currently cost-effective but have high
up-front capital costs accessible to the rural community.

It will increase U S. energy security, and it wll provide
jobs in Anerica.

We at Evergreen ask that you take extra considerati on when
review ng the potential for PV or solar. PV is a proven,
cost-effective, non-polluting, and scal abl e technol ogy
perfectly suited for a nyriad of replicable agricultural
applications, and I won't go through all of them because
sone of the other people have before nme, but it's

di stributive generation and renote power for water punping,
fence charging, fish pond conpressors, |ighting, and any
sort of renote or building applications.



PV, although the nost cost-effective technology to provide
power in renote |ocations, is often overl ooked because it
provi des--because it is small, but that nmeans it al so
provi des scal able power. It can be one watt to power a
fence charger up to a kilowatt for water punping, or later.
[ i naudi bl e] single-source negawatts often sought after in
prograns. However, PV puts power where it's needed in
multiple |ocations and where it can provide the nost
benefit. PV would allow you to reach thousands of

i ndi vidual s and farnmers who need power to run their

busi ness.

The high up-front capital costs associated with our systens
make purchases out of reach of individuals and snal

busi nesses wi thout access to grants and | oans. Conbating
these high up-front capital costs with | oans and grants

t hrough Section 9006 will allow farners to attain the
benefits of PV. PV is incredibly long-lasting. PV nodules
are guaranteed for two decades and | ast nmuch longer. PVis
scal able. You can add nore power nodul es when necessary if
your | oad becones |arger over tine.

PV is portable. Ranchers and farners can trail out our
systens to where the cows are to provide punping or where
the irrigation is need. PV requires little to no

mai nt enance and no fuel, saving noney in the [ong run.

PV is economical. Wen conpared to extending a |ine and
step-down transforners and wires, PV often provides the
| owest - cost sol uti on.

For small applications such as fencing and |lighting, PV
sells [inaudi bl e] equi prent, neaning that no wires need to
be run. The application can be installed where the power is
necessary.

PV causes no environnental pollution. Wth electricity from
the sun, unlike diesel and other fuels, there is no air nor
water pollution. PV is a proven technology. Applications
and nodules are in the field and have been operational for
decades.

| mpl enenti ng sol ar reduces our dependence on fossil fuels,

I ncreasi ng energy security, and does not produce the

pol lution associated with burning fossil fuels. The Natural
Renewabl e Energy Lab in Gol den has produced a book entitled
"[inaudi bl e] for Farns and Ranches.” [It's available online,
and it provides detail ed case studies of nore agricultural
appl i cations.

We at Evergreen Sol ar encourage USDA to set aside 20 percent
or a significant percentage of Section 9006 funds for PV
applications. Because of its replicable, scal able nature,
PV will especially help small rural farnms and busi nesses.
The high up-front capital costs associated with PV coul d be
made manageabl e t hrough 9006 | oans and grants, thereby



provi di ng access to a proven technol ogy, enabling thousands
of farmers throughout the country to inplenment proven,
environmental ly friendly, and cost-effective PV
appl i cations.

I'"d ask you to envision--now we see on the highways, we see
sol ar panel s have repl aced the signage, the diesel signage
machi nes, and |I'd ask you to do the sane for farns,
replacing the diesel wth solar.

Thank you for the opportunity to conment.

VR. : M. Secretary, | need to take | eave to nake
an address, so | would ask that Don Sibelius from USDA
Forest Service [inaudible].

MR. DARBY: (Good afternoon, Under Secretary Dorr. Good to
see you again. Menbers of the panel, nenbers of the

audi ence. M nane is Paul Darby. |'mthe executive
director of the Southern States Cooperative Foundation. W
were established three years ago to provide technical
assistance to farnmers and ranchers and their rural
comunities to establish val ue-added agri cul tural
enterprises, primarily cooperatives. Qur mssionis to be a
commtted partner with farnmers and their conmunities in the
devel opment of those businesses, and we do receive funding
from USDA currently.

W work in five states, and we have nore than a dozen
projects underway. W believe that there nust be sound
busi ness practices and a business focus to the devel opnent
and to the inplenmentation of Section 9006.

Now, we think there are certain keys that should be
followed. First off, there has to be basic business
feasibility. There nust be a strong business plan, even if
you're just putting it on as an add-on on a farm

Now, if you're establishing an enterprise as a business,
there should be the strong | eadershi p and producer support,
and there nust be those producer dollars on the table to
make sure this works. So | echo David' s comments about

t hat .

Now, our involvenent in bioenergy and in biofuels is with
one project in North Carolina. 1t's the grain growers
cooperative in Zebulon. They have 450 nenbers. They're
about two years old. They're all grain growers, not
necessarily one grain. There are corn, soybeans, other
grains.

They' ve done several things that we think provide a nodel

for how to nove forward. First off, they have conducted the
feasibility study. They' ve devel oped busi ness plans. They
have the strong producer support. They have the strong
comunity support, and by community, | define that statew de
to be their State Legislature, and in the case of North
Carolina, it's an organi zation called the Gol den Leaf



Foundation. That's a group that was established out of the
tobacco settlenment funds.

That organi zation has made a $10 million conmtment toward a
bi of uel s project that is being devel oped by this
cooperative. Now, they're going to develop a 15-mllion-
gal l on soy/di esel production facility. Because these are
nostly small producers in North Carolina and they don't
necessarily have the financial resources of a |ot of other
groups around the country, they're looking to establish a
maj ority-owned producer business. So it's going to be an
LLC very likely.

| mportantly, they're working with probably the nost
successful soy/diesel operation in the country, West Central
Soy out of lowa. They've been a very good partner.

Now, they face chall enges and these challenges, | would
submit, are going to occur for others as well. Having the
capital to finance the entire project, having the--adopting
t he technol ogy--and while definitely soy/diesel is not new
technol ogy, there certainly aren't a |ot of soy/diesel

pl ants around the country.

Now, we think there are opportunities for USDA to | ook to

prograns that are currently working very well. W would
suggest the nodel for the val ue-added grant program works
well. We think the red |ight programworks well.

As to specific questions that you' ve asked to be addressed,
on the issue of eligibility we think it's inportant to go
ahead and use the standards. Now, we think a critical one
i's a nunber of producers banding together, either in an
associ ation, an LLC, or a cooperative, to take advantage of
this section. W think there nust be basic economc
feasibility, and that has to be real feasibility. W think
there should be a strong business plan and that there nust
be the |ikelihood of replicability.

As to a priority, we think partnerships are critical, we
think strong community support is critical, and we think
geographic diversity. W don't think putting all of the

pl ants or focusing all of the dollars in one section of the
country is either necessarily good or advisable.

On the question of new technol ogy, we reconmend a bal ance.
Agai n, take some risks, try the new technol ogies, see if
they can be inplenented successfully, but, again, with the
eye toward replicability.

As to the type of assistance, we think, again, grants aren't
the answer. Not today. W think grants can help. They can
nurture, they can support. But there nust be the
fundanment al producer dollars going on the table to advance
this.



And the last point I would nmake i s geographic diversity.
Agai n, spreading these across the country | think provides
i nportant | essons |earned, and that will give you the best
opportunity for success.

Thanks very nmuch for taking the initiative to have this.
The admi nistration is to be appl auded.

M5. KEMP: Good afternoon, Under Secretary Dorr and nenbers
of the panel. |, too, appreciate your stamna in hearing
our input all day long. Thank you very nuch.

My nane is Loni Kenp, and I'"'mw th the Mnnesota Project.
You' ve had a few Mnnesota visitors this afternoon. W're
pl eased to present our recommendations for guidelines
governing the new grant and | oan programin renewabl e energy
systens and energy efficiency inprovenents.

The M nnesota Project is a nonprofit organization dedicated
to sustai nabl e devel opnent and environnental protection in
rural communities. For over two decades, we have brought
farmers and environnentalists together to find common ground
on state and national policy. W've organized a Sustainabl e
Energy for Econom c Devel opnent Coalition in M nnesota, and
| serve as co-chair of the National Canpaign for Sustainable
Agriculture. So we work with a | ot of other groups around
the state and around the country.

We're trying to help farnmers find solutions to environnental
probl ens that work for their farm ng system and that nake
sense economcally, so we're very enthusiastic about this
new program the new energy title in the farmbill, and
we're | ooking forward to hel ping engage farnmers in producing
renewabl e energy as well as using their energy nore
efficiently. So we have four comrents regardi ng Section
9006.

The first suggestion is that you consider focusing the
program-there will never be enough noney for all the
demands that there will be for it, we don't think, so we
woul d i ke to suggest that you focus on noderate-size and
smal| farmers and ranchers. The largest farners and
ranchers in the country, maybe as few as the top 5 percent
or 10 percent, already have easier access to capital for
renewabl e energy prograns, and so we think the public
dol l ars should focus on small- and noderate-size farners and
ranchers who don't have such easy access to capital.

The second point is that especially in the first years of
funding, we would like to suggest that you evenly split the
funds between energy efficiency projects and renewabl e
energy projects. Energy efficiency inprovenents and
renewabl e energy systens are both included in the purposes
of the program but they're very different kinds of
projects, and they have different standards of conparison.
And we strongly support both.



But in nunerous studies of energy efficiency, it's been
clearly denonstrated that it's nmuch cheaper to produce a

kil owatt of energy usage than it is to generate a kil owatt
of electricity, whether it's renewable or otherwise. So if
all the funds were conpeting just on cost-effectiveness,
you'd probably give it all to energy efficiency. However,
we really think maybe the best value would be in splitting
hal f and half between energy efficiency and renewabl e energy
production, and they'|l|l probably need separate criteria to
eval uate the proposals.

The third point we'd Iike to nake is regarding the feature
of providing energy audits to farners to help themfigure
out what their best opportunities are. Energy efficiency
opportunities are |like hidden treasures which, once
uncovered and nurtured, are relatively lowrisk investnents
wi th a short payback period. Renewable energy projects are
often very highly visible, and it may be nore exciting, but
they often have | onger payback tinmes and higher risk. So
the trick for inplenenting the energy efficiency part of
this new programis to uncover those opportunities for
energy efficiency and conservation and then partner with the
exi sting organi zations out there who can help with this.

Many utilities currently offer energy audit prograns at
reduced rates, subsidized rates for their custoners. For
exanple, in Mnnesota, all Mnnesota electric utilities,
including the rural electric co-ops, are required to offer
energy audit prograns. And we think that partnerships
shoul d be nade with these existing audit prograns to
facilitate the funding of energy efficiency opportunities in
this new program

Al so, there's another provision in the renewabl e energy
title of the farmbill which calls upon USDA to offer energy
audits to all farnmers nationw de, and we'd |ike to encourage
you to nove forward with that quickly so that that can
Interact with this [ oan and grant program

Al so, we think that eventually there m ght be sone good
opportunities. The new Conservation Security Program being
devel oped by the Natural Resource Conservation Service has
conservation, energy conservation, as one of the
conservation purposes. And so it mght be really helpful to
| ink together the conservation planning and incentives with
this program

Al'so, we think that sonetinmes the energy efficiency
opportunities that farners will be installing are going to
have a lot of simlarities across the country, and you m ght
be able to hel p take advantage of mass purchasi ng
opportunities for Section 9006 participants. For exanple,
now some energy conpanies offer the ability to purchase
conpact fluorescent light bulbs froma central website in
order to get cost savings for everybody. That would be a
good partnership to explore.



Qur last point for today is to suggest that we think that
anaerobi c digester projects that receive EQP grants should
not be eligible to receive Section 9006 noney because it's
essentially doubl e-di pping for public subsidies for the
applicants, and that's going to possibly hurt other--the
chances of other projects which m ght be nore cost-effective
than the digesters.

The EQ P programis well suited to handl e eval uati ng

di gesters for manure because, although they can produce
energy, they're primarily a waste treatnent technol ogy. At
the very least, we feel that projects that--if you' re going
to allow projects to include EQP dollars, then they should
have to include those public dollars in their eval uation of
cost-effectiveness for the public dollars invested. But
preferable to us would be to require participants to choose
one programor the other and not get subsidies out of both
pr ogr ans.

Thank you very nuch for the opportunity to share our input
with you. W appreciate it.

VR. . Good afternoon, Under Secretary Dorr and
ot her panel nenbers. W're pleased to be here, and for
clarification, | amrepresenting the Departnent of

Agriculture and Forestry fromthe State of Louisiana and
speaki ng on behalf of nmy Conm ssioner, Conm ssioner Odom
who is not able to be present today.

On behalf of the farnmers of the State of Louisiana and the
entire agricultural infrastructure of rural Anerica, |
appreciate this opportunity to be able to address this
group. Qur purpose today is to discuss sonme of the nerits
we feel should be considered in inplenenting a | oan
guarantee or a direct loan or grant programto finance
renewabl e energy systens and nake energy efficiency

I mprovenents. The considerations by USDA for determ ning
eligibility for econom c assistance through these prograns
we feel should be bal anced by nmeasures which denonstrate
eval uation of sonme of the follow ng points, one of those
being mnimal transportation. Favorable consideration
shoul d be given to |local fuel stocks that have m ni nal
transportation requirenents in relation to the energy
generation facility. This applies nore to the bionass.

This is extrenely inportant in biomass renewabl e fuel stocks
since the high mass to energy ratio of nost bi omass fuel
stocks results in high transportation costs, which nust be
expensed by either the facility or the producers of the fuel
st ock.

Next is fossil fuel utilization. W should allowto sone
degree perhaps a mninmal, sonething | ess than 25 percent
annual average, consunption of fossil fuels for these
facilities. Fossil fuel utilization should only be all owed
for such things as start-up, production optim zation,

em ssions controls, and maintaining output reliability in
those facilities classified as renewabl e energy systens.



To maxi m ze fundi ng, whenever grants are utilized for
design, adaptation, and feasibility, it enables the
stimulation of community and private financing which acts as
an extender of USDA funds. By providing financial
confidence in the process, funding from sources other than
USDA becone avail abl e.

Next, on nultiple production of renewable fuels and

el ectrical energy, production of and on-site utilization of
renewabl e fuels and el ectrical energy rather than utilizing
fossil fuel for operation should be rewarded. This concept
denonstrates the opti num energy savi ngs by being self-
sufficient while generating electrical energy for export in
addition to the production of a renewable fuel production,
such as et hanol .

Then on the environnental side, we would [ook for the
environmental benefits. Facilities which enploy the nost
feasi bl e environnmental control neasures on site should
recei ve additional consideration. And even extra points of
consi deration should al so be awarded when there are

addi tional environnental benefits to upstream suppliers of
renewabl e fuel stocks. An exanple would be the elimnation
of residue burning in those fields producing fuel stocks as
a result of those fuel residues being utilized by the
factory for energy generation. This reduces air em ssions
since the facility has incorporated air em ssion control
equi pnment, and fuel residues are no |onger burned in the
area fields. This enhances the air quality of the

conmuni ty.

Envi ronnental base grants shoul d be avail able for
facilities--should be eligible for special funding

assi stance through grants specifically targeted to
addi ti onal equi pnent investnent that is targeted to enhance
environmental controls and provide a reduction in facility
em ssions. The investnent required for optim zing
environnmental em ssions in a renewable energy facility can
escal ate beyond econom cally feasible budget |limtations.
Extra financial assistance for investnent in the

envi ronment al equi pnment not only strengthens the economc
feasibility of the facility, but also benefits the community
by providing cleaner air.

Next, on geographic and commodity dispersal, devel opi ng new
geographic areas and utilization of new commodities into the
producti on of renewabl e energy bal ances the programfor al

of America. The benefits of USDA's support should be spread
across the geographic areas of the U S. and specifically
focused to the utilization of as many of the commodities
produced in each area as possible.

The commodity return value, the value of return to

commodi ties utilized should be sufficient to support the
production of the feedstocks utilized conmmensurate to

exi sting markets. WAste product utilization produces little



econom c value, if any, to the farner and does not generate
an econom c resource return to the community. Therefore,
primary commodity utilization should carry a greater
consideration than waste product utilization.

Then on the quantity of energy generated, the amount of
energy generated should be conpatible to the energy

di stribution and utilization capacity in the geographic area
of production. The renewabl e energy proposed nust al so be
able to denonstrate its ability as a reliable supplier of
energy, year-in, year-out.

On | oan guarantees, we feel that a fully functional facility
| oan guarantee programis needed by USDA to support the
devel opi ng production of renewable fuels and energy
generation until a creditable futures and exchange market
for ethanol can be established to provide inproved econom c
predictability in a devel opi ng renewabl e fuel comodity

mar ket and even possibly a renewabl e el ectrical energy

mar ket. A renewabl e electric energy market would capture

t he advantages that may develop as a result of a renewable
energy policy supported by tax incentives.

On rural econom c devel opnent, | would rather call it rura
econom c redevel opnent. USDA shoul d focus on econom cally
depressed commodity production areas. Many areas of rural
Anerica are in desperate need of econom c enhancenent of
depressed commodity prices. By USDA placing econom c
support into existing agricultural infrastructures, it

sal vages the rural community with a very | ow cost-to-benefit
ratio since the existing agricultural structure benefits and
regains viability. The current farmbill commodity
production prograns woul d gain support from properly
targeted renewabl e energy support which focuses on
geographi c areas where conmmodity producers are experiencing
Depression-style economic failures even while they are
obt ai ni ng favorabl e yi el ds.

And, lastly, on commodity efficiency conbinations, special
credits should be available to renewabl e energy systens that
conbi ne commodities for synergistic benefits. Renewable
fuel production, when partnershipped with renewabl e

el ectrical energy generation, provides for greater economc
recovery fromall the renewable commodities utilized and
provides a facility that is fully energy self-sufficient.

These points have been rapidly nentioned in the tine that we
have al |l owed here. However, they're extrenely inportant in
rebuilding the agricultural infrastructure in the U S. By
capturing the economc growh that can be realized through
tapping into the devel opi ng renewabl e energy industry,
agriculture can recover fromextrenely depressing economc
condi tions.

Qur office in Louisiana has been intensely involved in the
feasibility studies for a nulti-commodity facility that
woul d produce a renewable fuel in the formof ethanol while



being fully energy self-sufficient wwth an el ectrical energy
export for renewable farmcomodities. This involvenent in
an ethanol distillery and bi omass fuel power plant has
brought the aforenentioned points into our focus, and we
hope that we can share this focus with you.

Thank you.
VR. . Good afternoon, and thank you for the
opportunity to submt comments. |In the interest of tine,

I"mgoing to limt ny comments this afternoon and wll be
submitting nore detailed conments for the record. M nane
is Patricio Sil-(?) . I'"'mthe Mdwest activities

coordi nator for the Natural Resources Defense Council, a
natural resource and public health nonprofit advocacy
organi zati on wi th over 500,000 nenbers, and the Natural
Resources Defense Council appreciates the opportunity to
comment on the inplenmentation of Section 9006 of the Farm
Security and Rural I|nvestnent Act of 2002.

The prograns supported by the section can help farners

| nprove energy efficiency and invest in clean energy
technol ogi es while delivering substantial environmental,
econom c, and security benefits to the nation. And we
strongly support USDA' s efforts in this regard. Pronoting
energy efficiency and renewabl e energy in the agricul tural
sector is the nost cost-effective way to reduce the
environnmental and public health inpacts of energy use,

i ncluding snog, acid rain, and climte change. Investing in
cl ean energy technologies is also the best thing we can do
to lower energy bills for farnmers and ranchers and insul ate
them fromenergy price spikes that occur at tinmes of peak
demand or as a result of fluctuations in the prices of
fossil fuels, while at the sane tinme inproving the overal
reliability of the electric systemand pronoting rural
econom ¢ devel opnent.

The benefits of reducing our dependence on oil and pronoting
clean distributive generation such as sol ar panels, fuel
cells, and w nd generators are potentially enornous. The
size of the benefits depends in no small part on the design
of the prograns, how well they |everage private investnent,
address | ocal needs, and build on |essons |learned to date in
this arena.

Anong the programpriorities and eligible technol ogi es that
shoul d be evaluated in developing the criteria for this
program USDA shoul d design prograns that naximnm ze the
nunber of nmegawatts or negawatt hours and generati on avoi ded
or installed per dollar spent that drive investnent in
ener gi ng technol ogi es, overcone market barriers to

comrerci alizing clean energy technol ogies, i.e., market
transformation, and identify the best options for |long-term
depl oynent of efficiency and renewables in the agricul tural
sector.



Fortunately, there is no need--and you' ve actually heard
many exanpl es already today--to start fromscratch in
determ ning how to | everage these funds to greatest effect.
There's a wealth of experience at the state and | ocal | evel
upon which to build. In addition to many of the speakers
from M nnesota, Louisiana, and el sewhere, and Vernont, New
Jersey, New York, and California provide excellent nodels of
mar ket transformati on prograns that are designed to do just
that. A recent report by ACEEE identified over 32 prograns
nationw de that are specifically directed at the
agricultural sector today. And there are a nunber of
priority technol ogi es that we believe should be enphasi zed
but, forenpst, we believe that energy efficiency should
garner the nost attention in the design and devel opnent of
this program And energy efficiency prograns shoul d target
technol ogi es that are responsible for the greatest energy
use on farnms and ranches, including notors, building
heating, ventilation, and air conditioning equipnment, and
l'i ghting.

One exanpl e, ACEEE estimates that |ighting accounts for

bet ween 30 and 40 percent of total energy costs for poultry
farms. There are other exanples in other agricultural
activities.

Only technol ogi es that are substantially above industry
standards should be eligible for program support. If you're
going to | everage the maxi numyou can out of the dollars you
have, you should be focusing on raising the bar and
encour agi ng the di spersion of those higher-performng
technol ogi es into the market pl ace.

Cl ean energy progranms should target wi nd, solar, sustainable
bi omass, and fuel cells, while recognizing that these
technol ogies are at different stages of devel opnment, of
maturity, and warrant different types and | evel s of support.
A simple per kilowatt hour subsidy may be sufficient to
drive investnment in new w nd. However, a sustainable

bi omass facility may require significant up-front equity

i nvestment, including grants or other financing instrunents.

Sound wast e managenent practices should require nethane
capture fromaninmal farns, and financial support should be
limted to the incentive needed to convert captured nethane
into electricity. Support for biomass should be limted to
sust ai nabl e feedstocks, which should specifically exclude
muni ci pal solid waste incineration, which contains a
substantial anpbunt of inorganic matter and is not properly
consi dered biomass. And forest materials are other than
pre-comerci al thinning/burn.

The types of the financial support and the criteria for
determ ni ng the anmobunt should be crafted in ways that the
fundi ng nechani sns are flexible enough to respond quickly to
changes in the marketplace and that, to the greatest extent
possi bl e, provide the m ni mum fundi ng necessary to drive



i nvestment in high-efficiency technol ogi es and get new
cl ean-generation projects off the ground.

And with that, I'd |ike to conclude nmy conmments, and we w ||
be submtting nore extensive comments for the record.

Thank you.

MR. KING Good afternoon, Under Secretary Dorr, other

di stingui shed nenbers of the |listening panel and nenbers of
the public. I'"'mMtch King, president and general manager
of the OAd MII| Power Conpany, a Charlottesville, Virginia, -
based fam |y-owned small business.

The A d MII Power Conpany sells electricity to produce
usi ng renewabl e, | ow environnmental inpact primary energy
sources, such as energy fromthe wind, the sun, falling
wat er, biomass and waste-to-energy conversions.

As the nanme inplies, dd MIIl was forned to take advantage
of existing Virginia lawin 1996 that favored snal

hydroel ectric power plants. Since then, we have | obbied the
General Assenbly in Virginia to expand that speci al
provision in the law to include other forns of renewable
energy, such as electricity fromthe wind and the sun.

| wanted to speak to you today on three major points. One
is to define the type of businesses or activities which |
think the Section 9006 funds should be used to support; and,
two, what type of projects should be supported; and, three,
how t hey m ght be funded.

| should also like to point out that the Ad MII| Power
Conmpany is, although it began as a small hydroel ectric power
conpany, currently, it's under contract to own and operate
the second-largest solar array in Virginia, the |argest
bei ng owned by the Tennessee Valley Authority, and we have a
strong interest in the devel opnent of w nd projects,
particularly small w nd projects.

In that regard, we are under contract to Environnental
Resources Trust, a nonprofit organization here in

Washi ngton, D.C., which is receiving noney fromthe
Department of Energy to investigate the |legal, regulatory,
adm ni strative, econom c and cultural inpedi nments and

i nducenments for the deploynment of small electric-generating
windmlls in Virginia.

So, fromthat point of view, let nme point out what, at this
point intime, | see as sone of the inportant things that I
have not heard nentioned by ot her speakers today.

One is the type of entities that should be supported by the
2002 farmbill. In that regard, 1'd like to point out that
in the discussion | have not heard anyone say that the
definition of rural small businesses should al so include,
assuming that it's legally possible, nonprofit institutions



such as | ocal governments, public school districts,
community col |l eges, park authorities, producer and grower
cooperatives, environnental and wildlife conservation
centers, the YMCA, |local YMCAs, for exanple. Those, seemto
me, to be appropriate entities to be funded, froma rural
econon ¢ devel opnent poi nt of view.

When consi dering what type of projects should be funded and
at what level, | encourage you to recall that many of the
technol ogi es that you've heard about today have been proven
to be technically feasible in the right |ocations. For
exanple, a wnd facility needs to be properly sited. But,
general ly speaking, there's nothing experinmental about this.

So the real issue, | think, that you need to face is howto
encour age the deploynment of these systens, given that we
understand themto be technically feasible, regardl ess of
whet her we're tal king about wi nd, solar, small

hydroel ectric. Even biomass, for the nost part, is known to
be technically feasible. There's sone small inplenentation
probl ens, perhaps, with |arge-scal e digester gas, but we've
been nmaking digester gas for a long tine and using it
profitably.

So, when considering that these are proven technol ogi es,
then the issue cones up why aren't they depl oyed nore

wi dely, and that brings us to a point where we should be
consi dering sone educational outreach activities. W have
to educate the public, ranchers, farmers, small businesses,
smal | rural businesses that these are technically feasible.

This isn't sonething new. Qur country used to be dotted
with small wi nd systens that punped water, for exanple, and
now we just want to use simlar systens to generate
electricity that's not technically chall enging.

W need to have the education prograns to address why this
hasn't been done, and that, | think, calls for grants. You
just can't find a way to |l oan noney to an educati onal
institution to do this kind of outreach.

| also would like to point out that many types of renewabl e
primary energy sources, such as energy fromthe w nd, the
sun and so forth, tend to be free or | owcost primary energy
sources. However, again, given this free energy source, why
don't we see them depl oyed nore wi dely? And the answer
there, | think, is dependent upon an understandi ng of the
financial situation of a farnmer or rancher or small rural
busi ness, and their cash-fl ow needs, and the nature of a
renewabl e energy system

In order to capture what anounts to |l owintensity energy,

|l i ke sunlight, wind, whatever, it takes a |arge capital
expense. And if you have a cash-strapped operator, such as
a farmer or rancher or small rural business, who faces a
choice of putting up $50,000, let's say, now, for a system
that will last 20 years, a renewable energy systemthat wll
| ast 20 years, but won't cost himanything in energy costs



for the next 19 years versus putting up $10,000 now for a

di esel generator and $5,000 per year for the next 20 years
for the fuel to operate it, given the cash-flow issues, the
answer has to be, to that operator, | cannot afford the

$50, 000 up-front capital expense. | go with the $10, 000

di esel generator, and | just pay the $5,000 diesel cost as |
go al ong.

So the challenge, | think, for the Departnment is how to
change that prospective, and | think the way to do that is
t hrough | oan prograns and | oan guarantees, and particularly
a revolving loan fund. Fromthat point of view, by naking
the cash available to the operator w thout inpacting their
cash-flow situation, that's how you can encourage the

depl oynent of these systens.

So then how to fund them 1've addressed that | think in
terms of grants and the |lowinterest |oans and | oan
guarantees. And the one final thing | want to finish with,
| think, is that I1'd Iike to encourage the Departnent to be
sure to finance one or nore zero-energy or net-energy
exporting facilities, whether it be a farm ranch or a rural
smal | busi ness.

| think that that nmakes a very strong public policy
statenent; that it is technically feasible and econom cally
feasible, in many cases, for a rural small business or a
farmor ranch to be either a zero-energy facility or
actually a net-energy exporter, all that with no energy-

rel ated em ssions.

Thank you for your time. | appreciate the opportunity to
speak to you.

MR. LONENTHAL: Good afternoon, Under Secretary Dorr, and
menbers of the panel, and hearty participants. Thank you
for your endurance. |It's been a long day, and | just wanted
to make a few cooments. M nane is Peter Lowenthal, and |'m
the director of the Solar Energy Research and Education
Foundat i on.

| wanted to share a few observations, but I won't be saying
the word "photovoltaic" here today because there's a |arger
i ndustry, not larger, but another industry within the solar
famly, and that is the solar thermal industry, an industry
t hat has had consi derabl e acceptance in the farmng

comunity. In fact, in ny prior life, | used to service
many of the solar systens installed at the USDA facilities
in Beltsville. In fact, | had the pleasure of building and

designing a sol ar-powered nosquito catcher, which m ght be
of use again with the increased nunbers of nobsquitoes and
t hose probl ens.

But | would Iike to talk a little bit about the use of solar
wat er heating for the farmng community, and the inportant
role it can play throughout rural Anerica. Mst of rural
Anerica heats their water with electric hot water heaters.
These units aren't very efficient. They require conbusting



fossil fuels at a generation point, transmtting that energy
through a transm ssion system transformng it dowm to a

| ocal home, and then finally using an electric resistance

el ement to convert that to hot water.

A sol ar water-heating systemcould sinply do 70 to 80
percent of that on the facility itself, on the farnmer's
honme. In expanding that further, certainly, conmercial
applications of this technol ogy should be included and need
to be addressed.

The sol ar heating industry hasn't had as nuch of the
benefits of the restructured environnent as sone of the

ot her technologies. W're partly energy efficiency and
partly production, so it depends on who you're talking to,
what exactly needs to be done to help facilitate that
technol ogy. W hope that these grants can help to put water
heati ng back into the renewabl e energy famly and into the
rural energy m X.

One of ny activities has been, in international activities,
has been to work on the solar-drying energy task of the

I nternational Energy Agency. This task has been used
overseas, wWith support fromother countries, to | ook at the
applications of solar air heating to pre-dry or to dry
agricultural crops. Very little is produced in the soi
that doesn't need to be dried as soon as it gets out.
Unless it's frozen, it'll rot and perish. So we have used
solar hot air heating to dry coffee, to dry soybeans. W
currently have two applications in California doing prunes
and wal nuts. There are nmany applications that woul d be
applicable to this technol ogy, and many co-ops have their
own processing plants and could use this technol ogy.

In terns of sonme of your questions, many of the factors that
| think will have, will receive sonme attention in

determ ning where this funding goes, certainly the nunbers
of persons inpacted and the greater nunber of projects

possi ble, the better. Mny of these technol ogi es have
strong financial incentives in place, and many do not, and
certainly sone equity in your judgnent will be required

t here.

| do believe it should be open to all technol ogi es and of

all sizes. However, you will have to weigh those
paranmeters. | believe proven technol ogi es shoul d receive
some consi deration, and new and energi ng technol ogi es shoul d
find funds and other |everaging fromother activities.

Geographically, there's sunshine pretty nuch on all of the
United States adequate for these applications. However,

there are sone areas of the country that still, to this day,
heat their hot water with fuel oil. New England, in
particular, is guilty of this, and hopefully those kinds of
considerations will be taken into account.

Thank you very nuch.



MR, ELLISON: Is there anyone el se who signed up to nake
comment s whom we' ve over | ooked?

[ No response. |

MR. ELLISON: If not, | have a few cl osi ng housekeepi ng
Items before turning it over to Under Secretary Dorr for
cl osing conment s.

Listing of registration stakeholders is available at the
registration table. A remnder, witten comments wll be
received via e-mail until Decenber 6, 2002. Send e-nmail
comments to pandor. hadj y@sda.gov. That's p-a-n-d-o-r [dot]
h-a-d-j-y @sda. gov.

Witten comments, along with oral comments, received today
wi |l be made avail able on the Rural Devel opnment website at
www. r ur dev. usda. gov in approximately two weeks.

Today' s stakeholder listening forumw || be accessible via
the Internet by accessing the Rural Devel opnent web page at
www. r ur dev. usda. gov for the next 30 days.

And now Under Secretary Dorr has sone cl osing remarks.

MR. DORR  Thank you, Bob.

You know, when we started this endeavor, soneone told ne the
one thing you will learn today is that you need a cast-iron

fanny, and |I'mnot sure that that was the case. Actually,
this becane a very enjoyable event today, and for all of you

who stayed with us throughout the day, | hope you concur as
wel | .
First, I would Iike to, again, acknow edge all of the folks

here who were involved in technically providing their
assistance--the two |adies in front who nade sure that al

of the PowerPoint presentations ran as schedul ed, the other
techni cal and assi stance fol ks, those who hel ped gui de
people up to the stage in a tinely manner, and all of those
who | acknow edged earlier today for preparing this day, and
| think it went very, very well.

Most inportantly, | would Iike to thank all of you who have
taken tinme out of your schedule to join us today in this
effort to |l think truly devel op a uni que approach to
exploiting the opportunities that Congress and this

adm ni stration has given us, in identifying unique and

vi abl e new energy alternatives that facilitate both
efficiency and actual new sources.

It's always interesting, as | listen to the events today,
that it's quite clear to nme that the tine has conme when
we're willing to | ook at renewables in a nonadversari al

manner, one in which we recognize that the research has
gravitated toward the point that nuch of it is



commerci alizable, that it now depends on a focus of how we
apply both the social investnent, the cultural investnent
and the actual hard-core business investnent.

As we focus on these new nmethods for converting all of these
resources into renewabl e and beneficial sources of energy
and econom c opportunity, | found it very enlightening this
afternoon to listen to a couple of folks, particularly M.

[ i naudi bl e], who suggested the need to figure out new and

I nnovati ve ways to convert a |lot of our rural asset or
equity base into the kind of liquidity necessary to nake
sonme of these things happen.

It was also interesting to | ook at sone of the nmulti-

regi onal opportunities that were presented and particularly
| ook at the dichotony between those who felt that a nore
broad-based or a |larger scale versus a nore snall-scale
opportunity should be exploited, and this suggestion of the
difference in scales | think is sonething that we'll have to
| ook at very, very closely.

But in the long run, I was very, very encouraged by the
collective willingness to coll aborate and cooperate, not
just across agencies wthin USDA, but across

I nt ergover nnental agencies, and al so by those of you from
the private sector who clearly are willing to innovate and
t ake new approaches to this.

So, again, | thank you all for joining us. | think you al
owe yourself a great round of applause for the efforts that
you made in here, and | woul d encourage everyone to do so
and then have a safe trip hone.

[ Appl ause. ]

[ Wher eupon, the proceedi ngs were adj ourned. ]



